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The following releases relate to self-regulatory 
rule proposals and/or adoptions 


34-17401 
34-17409 


34-17402 34-17403 


33-6277 Proposed rule amendments which 
would eliminate requirements for 
inclusion of separate reports of 
other accountants in annual reports 
to security holders when part of an 
examination of financial statements 
is made by an independent account- 
ant and amendments to Schedule 
14A [File No. S7-870—Comment 
Period Expires 3/15/81] 

34-17410 Amendment to Transfer agent regis- 
tration rule and form. 

35-21863 Amendment to Rule 72(b) to clarify 
that rules adopted under Sections 
16a) and (b) of the 1934 Act shall 
apply equally to any reporting re- 
quirements or liability imposed by 
Sections 17(a) and (b) of the 1935 
Act. 
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SECURITIES ACT OF 1933 
Release No. 6277/December 24, 1980 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 17400/December 24, 1980 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21851/December 24, 1980 


INVESTMENT COMPANY ACT OF 1940 
Release No. 11513/December 24, 1980 


SEPARATE REPORTS OF OTHER ACCOUNTANTS: 
AMENDMENTS TO PROXY RULES AND REG- 
ULATION S-X 


ACTION: Proposed rules. 


SUMMARY: The Commission announces the 
proposal of rule amendments which would eliminate 
requirements for inclusion of separate reports of 
other accountants in annual reports to security 
holders when part of an examination of financial 
statements is made by an independent accountant 
other than the principal accountant of the registrant 
or when prior period financial statements are 
examined by a predecessor accountant. Also, 
amendments to Schedule 14A are proposed which 
would clarify when financial statements may be 
incorporated by reference into proxy or information 
statements from the annual report to security holders 
and under what circumstances financial statements 
in proxy or information statements may be omitted. 


DATE: Comments should be received by the 
Commission on or before March 15, 1981. In 
addition, the release provides for the application of 
the proposed rules prior to effectiveness. 


ADDRESSES: Comments should be submitted in 
triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. Comment letters should refer to File No. 
S7-870. All comments received will be available for 
public inspection and copying in the Commission’s 
Public Reference Room, 1100 L Street N.W., 
Washington, D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: Lawrence 
C. Best, Office of the Chief Accountant, Securities 
and Exchange Commission, Washington, D.C. 
20549 (202-272-2130). 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission is proposing 
amendments to rules which would eliminate the 
requirements to include in annual reports to security 
holders separate reports of other accountants when 
part of an examination of financial statements is 
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made by an independent accountant other than the 
principal accountant of the registrant or when prior 
period financial statements are examined by a 
predecessor accountant. In addition to the 
amendments proposed involving the separate 
reports of other accountants, the Commission is 
proposing amendments to Schedule 14A 
(Information Required in Proxy Statement) which 
would clarify when financial statements may be 
incorporated by reference from the annual report to 
security holders into a proxy or information 
statement and under what circumstances financial 
statements in a proxy or information statement may 
be omitted. Adoption of the proposed amendments 
contained in this release would result in 
amendments to Regulation S-X (17 CFR 210.2-05), 
Rule 14a-3[17 CFR 240.14a-3], Schedule 14A (17 
CFR 240.14a-101 et. seq.) and Rule 14c-3[17 CFR 
240.14c-3]. 


PART OF EXAMINATION MADE BY OTHER 
INDEPENDENT ACCOUNTANTS 


For various reasons, many companies engage more 
than one accounting firm for the performance of 
audit services. One firm may be engaged as the 
principal accountant to audit and report on the 
consolidated financial statements, while one or more 


other firms may be engaged to audit and report on the 
financial statements of one or more subsidiaries, 
divisions, branches, components, or investments 
included in the consolidated statements. 


When part of an examination of financial statements 
is made by an independent accountant other than the 
principal accountant of a company, the principal 
accountant is required by generally accepted 
auditing standards to decide whether to make 
reference in his report to the work performed by the 
other accountant.! If the principal accountant 
decides to assume responsibility for the work of the 
other accountant insofar as the work relates to the 
principal accountant’s expression of an opinion on 
the financial statements taken as a whole, no 
reference to the other accountant’s examination is to 
be included under generally accepted auditing 
standards.* However, if the principal accountant 
chooses not to assume that responsibility but rather 
elects to rely on the work of the other accountant, his 





‘Section 543.03 of Codification of Statements on 
Auditing Standards, Numbers 1 to 26; AICPA. 


Ad. at §543.04. 
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report, under generally accepted auditing standards, 
is required to make reference to the other 
accountant’s work and indicate clearly the division of 
responsibility between himself and the other 
accountant.? Further, if the report of the other 
accountant contains a qualified opinion, the principal 
accountant must consider the nature and 
significance of the qualification, and, if material in 
relation to the financial statements he is reporting 
on, must include a qualification in his report.‘ 


The separate report of the other accountant is not 
required under generally accepted auditing 
standards to accompany the report of the principal 
accountant. Regulation S-X (Rule 2-05), however, 
does require the separate report of the other 
accountant when the principal accountant elects to 
place reliance on the examination of the other 
accountant and makes reference to the other 
accountant in his report. The separate report has 
been required in filings principally to ensure 
complete documentation where the _ stated 
responsibility for a particular audit is shared with one 
or more other accountants. 


In the past, because the audited financial statements 
in annual reports to security holders furnished 
pursuant to the proxy rules were only required to be 
in substantial compliance with Regulation S-X, many 


companies chose not to include the separate report of 
the other accountant even though it was otherwise 
required in filings with the Commission. Now, with 
the recent revision of the proxy rules requiring the 
audited financial statements in the annual report to 
security holders to comply with Regulation S-X, 
companies are faced with having to change past 
practice and expand their annual reports to include 
the separate reports of other accountants. 


The Commission, which believes the annual report to 
security holders should be maintained as a readable 
and informative disclosure document, recognizes the 
need to carefully consider all disclosure 
requirements which impact the annual report so as to 
prevent the shareholder report from becoming too 
detailed and congested with data which may only be 
of interest to a limited segment of the public. In this 
connection the Commission has reconsidered the 
implications of requiring the separate report of other 
accountants in the annual shareholder report and 
considers that, given the current reporting 
obligations of the principal accountant imposed by 
generally accepted auditing standards, the 
incremental benefit accruing from the inclusion of 
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the separate report of the other accountant in the 
annual report may be negligible. 


Accordingly, the Commission is proposing an 
amendment to Regulation S-X which would 
eliminate the requirement to include such separate 
reports in annual reports to security holders 
furnished pursuant to the proxy rules. Under the 
proposal the separate reports of other accountants, 
however, would continue to be required in 
registration and reporting forms filed with the 
Commission. If a registrant elects to incorporate by 
reference the financial statements in its annual 
report for purposes of filing a Form 10-K, the separate 
reports of other accountants would be filed in Part Il 
or in Part IV as financial statement schedules. 


REPORT OF PREDECESSOR ACCOUNT ANT 


In addition to reconsidering the implications of 
requiring separate reports of other accountants in 
annual reports to security holders when part of an 
examination of financial statements is made by one 
or more other accountants, the Commission has 
addressed the issue of presenting in the shareholder 
report the separate report of a predecessor 
accountant when audited financial statements of one 
or more prior periods are presented. Historically, 
when a company has experienced a change of 
independent accountants and comparative audited 
financial statements have been presented in 
response to reporting requirements of the 
Commission, separate accountant’s reports from 
both the predecessor and successor accountants 
have been required covering the respective periods 
examined by each. Presentation of the predecessor 
accountant’s report has viewed as essential to a 
complete reporting package. 


Although the requirement for inclusion of 
predecessor accountant reports has been widely 
observed in filings with the Commission, many 
registrants have in the past interpreted the rules as 
not requiring separate reports for purposes of 
preparing annual reports to security holders. These 
companies have included in their annual reports to 
security holders only the report of the successor 
accountant containing the disclosures required by 
generally accepted auditing standards. 





3Id. at §543.06 and .07. 


‘Id. at §543.15. 
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Due to the confusion over the intent of the existing 
rules and the general need to be sensitive to the 
impact of disclosure requirements on the annual 
report to security holders, the Commission decided 
to reassess the importance of requiring the inclusion 
of separate predecessor accountant reports in other 
than forms filed with the Commission. Under current 
generally accepted auditing standards, the 
predecessor accountant’s report need not 
accompany the successor’s report as long as the 
successor accountant indicates in the scope 
paragraph of his report (a) that the financial 
statements of a prior period were examined by other 
accountants, (b) the date of their report, (c) the type 
of opinion expressed by the predecessor 
accountant, and (d) the substantive reasons 
therefor, if the opinion was other than unqualified.° 


Disclosure required of the successor accountant 
under generally accepted auditing standards 
appears to contain the critical details regarding the 
performance and results of the audit of a prior period 
and the Commission believes that such disclosure 
should be adequate for purposes of shareholder 
reporting. Accordingly, the Commission is proposing 
amendments to the proxy rules which would specify 
that for purposes of preparing annual reports to 
security holders inclusion of the separate report of a 
predecessor accountant is not required as long as 
the report of the successor accountant contains the 
disclosures required by generally accepted auditing 
standards. 


It should be noted that registrants in preparing the 
annual report to security holders would still be 
required to obtain from predecessor accountants a 
reissued report covering the prior period financial 
statements presented. In addition, the separate 
reports of predecessor accountants would continue 
to be required in registration and reporting forms 
filed with the Commission. If a registrant elects to 
incorporate by reference the financial statements in 
its annual report for purposes of a filing on Form 10- 
K, the separate report of a predecessor accountant 
would be filed in Part Il or in Part IV as a financial 
statement schedule. 


PROPOSED AMENDMENTS TO SCHEDULE 14A 


In connection with the Commission’s integrated 
disclosure program amendments to the proxy rules 
were recently adopted*® to facilitate the integration of 
disclosures in annual reports to security holders with 
disclosures required in registration and reporting 
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forms filed with the Commission. As a consequence 
of certain of these revisions involving Schedule 14A 
of the General Rules and Regulations under the 
Securities Exchange Act of 1934 (17 CFR 240.14a- 
101), specific reference to certain’ reporting 
practices which were accepted in the past were 
removed. Since the time of adoption of the revised 
rules, questions have been raised as to the 
Commission’s continued acceptance of certain 
practices specifically provided for under the old 
rules. 


Previous provisions of Item 15 of Schedule 14A 
specified that the proxy statement may incorporate 
by reference any financial statements contained in 
an annual report sent to security holders pursuant to 
§240.14a-3 with respect to the same meeting as that 
to which the proxy statement relates, provided such 
financial statements substantially meet the 
requirements of the item. Under the revised rules it 
is not clear whether such incorporation by reference 
continues to be acceptable to the Commission. 
Accordingly, the Commission is proposing an 
amendment to Schedule 14A which would make 
clear that, as in the past, incorporation by reference 
of financial statements from the annual report to 
security holders to the proxy statement shall be 
accepted. 


Additionally, under previous rules (Schedule 14A, 
Item 15) it was specified that the financial 
statements otherwise required in the proxy 
statement could be omitted if the plan as to merger, 
consolidation or acquisition involved only the issuer 
and one or more of its totally-held subsidiaries. This 
reference as to the ability to omit the financiai 
statements in certain circumstances was also 
removed when the rules were revised. The proposed 
amendments would reinsert the clause as to 
exclusion of financial statements to make it clear 
that under these circumstances the Commission will 
accept the omission of financial statements. 


APPLICATION OF PROPOSED RULES PRIOR TO 
EFFECTIVENESS 


The Commission does not believe that the 
differential in disclosure which would result from the 





‘Id. at §505.12. 


*Securities Act Release No. 6234 (September 2, 
1980) [45 FR 63682]; Securities Act Release No. 
6260 (November 13, 1980) [45 FR 76974]. 
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rule amendments proposed by this release would be 
significant. Therefore, the Commission will not 
object if registrants exclude predecessor and other 
accountants’ reports from annual reports to security 
holders or follow the proposed rule amendments to 
Schedule 14A during the interim period between the 
date of this release and the effective date of final 
Commission action on the proposed rule 
amendments. 


TEXT OF PROPOSED AMENDMENTS 


PART 210—FORM AND CONTENT OF AND 
REQUIREMENTS FOR FINANCIAL STATEMENTS, 
SECURITIES ACT OF 1933, SECURITIES EXCHANGE 
ACT OF 1934, PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935, INVESTMENT COMPANY ACT OF 
1940, AND ENERGY POLICY AND CONSERVATION 
ACT OF 1975 


1. Section 210.2-05 is proposed to be amended to 
read as follows: 


§210.2-05 Examination of financial statements by 
more than one accountant. 


If, with respect to the examination of the financial 
statements, part of the examination is made by an 
independent accountant other than the principal 
accountant and the principal accountant elects to 
place reliance on the work of the other accountant 
and makes reference to that effect in his report, the 
separate report of the other accountant shall be 
filed. However, notwithstanding the provisions of 
this section, reports, of other accountants which 
may otherwise be required in filings need not be 
presented in annual reports to security holders 
furnished pursuant to the proxy and information 
statement rules under the Securities Exchange Act 
of 1934 [§§240.14a-3 and 240.14c-3]. 


PARk 240—GENERAL RULES AND REGULATIONS, 
SECURITIES EXCHANGE ACT OF 9134 


1. Section 240.14a-3 is proposed to be amended by 
revising paragraph (b)(1) to read as set forth below. 


§240.14a-3 Information to be furnished to security 
holders. 


(1) The report shall include, for the registrant and its 
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subsidiaries consolidated, audited balance sheets 
as of the end of each of the two most recent fiscal 
years and audited statements of income and 
changes in financial position for each of the three 
most recent fiscal years prepared in accordance 
with Regulation S-X (Part 210 of this chapter), except 
that the provisions of Article 3, other than §210.3- 
O6(e), shall not apply and only substantial 
compliance with Articles 6, 7, 7A and 9 is required. 
Any financial statement schedules or exhibits or 
separate financial statements which may otherwise 
be required in filings with the Commission may be 
omitted. Investment companies registered under 
the Investment Company Act of 1940 need include 
financial statements only for the last fiscal year. If 
the financial statements of the registrant and its 
subsidiaries consolidated in the annual report filed 
or to be filed with the Commission are not required to 
be audited, the financial statements required by this 
paragraph may be unaudited. 


NOTE 1: Information required by §210.4-10(k)(1) 
through (4) of Regulation S-X, applicable to oil and 
gas companies, is to be included as part of the 
financial statements include in the reported. In 
addition, the oil and gas information required by 
§210.4-10(k)(5) through (8) of Regulation S-X, 
which may be reported as supplemental information 
accompanying the financial statements, shall be 
included in the report. 


NOTE 2: If the financial statements for a period prior 
to the most recently completed fiscal year have been 
examined by a _ predecessor accountant, the 
separate report of the predecessor accountant may 
be omitted in the report to security holders provided 
the registrant has obtained from the predecessor 
accountant a reissued report covering the prior 
period presented and the successor accountant 
clearly indicates in the scope paragraph of his report 
(a) that the financial statements of the prior period 
were examined by other accountants, (b) the date of 
their report, (c) the type of opinion expressed by the 
predecessor accountant, and (d) the substantive 
reasons therefor, if it was other than unqualified. It 
should be noted, however, that the separate report of 
any predecessor accountant is required in filings 
with the Commission. If, for instance, the financial 
statements in the annual report to security holders 
are incorporated by reference in a Form 10-K, the 
separate report of a predecessor accountant shall be 
filed in Part Il or in Part IV as a financial statement 
schedule. 
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2. Section 240.14a-101 is proposed to be amended 
by revising Item 15 of Schedule 14A to read as 
follows: 


§240.14a-101 Schedule 14A. Information required 
in proxy statement. 
* KOK OK OK 


Item 15. Financial statements and supplementary 
data. 


(a) If action is to be taken with respect to any matter 
specified in Items 12, 13 or 14 above, furnish the 
financial statements required by Regulation S-X and 
the supplementary financial information requested 
by Item 12 of Regulation S-K. One copy of the 
definitive proxy statement filed with the Commission 
shall include a manually signed copy of the 
accountant’s certificate. 


(b) In the usual case, financial statements are 
deemed material to the exercise of prudent 
judgment where the matter to be acted upon is the 
authorization or issuance of a material amount of 
senior securities, but are not deemed material where 
the matter to be acted upon is the authorization or 
issuance of common stock otherwise than in an 
exchange, merger, consolidation, acquisition or 
similar transaction. 


(c) Financial statements may be omitted with 
respect to a plan described in answer to Item 14(a) if 
the plan involves only the issuer and one or more of 
its totally-held subsidiaries. 


(d) Notwithstanding the provisions of Regulation S- 
X, no schedules other than those prepared in 
accordance with Rules 12-15, 12-28 and 12-29 of 
that regulation need be furnished in the proxy 
statement. Parent company only financial 
statements are not required to be furnished unless 
necessary to make the financial statements not 
misleading. 


(e) The proxy statement may incorporate by 
reference any financial statements contained in an 
annual report sent to security holder pursuant to 
§240.14a-3 with respect to the same meeting as that 
to which the proxy statement relates, provided such 
financial statements substantially meet the 
requirements of this item. 


(f) The financial statements of an acquired 


company not subject to the reporting provisions of 
the Exchange Act required to be furnished pursuant 
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to Regulation S-X shall be certified to the extent 
practicable. However, if the proxy statement is to be 
included in a filing on Form S-14 and if any of the 
securities are to reoffered to the public by any 
person who is deemed to be an underwriter thereof, 
within the meaning of Rule 145(c), the financial 
statements of the acquired business must be 
certified for three years or must comply with the 
requirements of Securities Act Release No. 4950. 


3. Section 240.14c-3 is proposed to be amended by 
revising paragraph (a)(1) to read as set forth below. 


§240.14c-3 Annual report to be furnished security 
holders. 


(1) The report shall include, for the registrant and its 
subsidiaries consolidated, audited balance sheets 
as of the end of each of the two most recent fiscal 
years and audited statements of income and 
changes in financial position for each of the three 
most recent fiscal years prepared in accordance 
with Regulation S-X (Part 210 of this chapter), except 
that the provisions of Article 3, other than §210.3- 
O6(e), shall not apply and only substantial 
compliance with Articles 6, 7, 7A and 9 is required. 
Any financial statement schedules or exhibits or 
separate financial statements which may otherwise 
be required in filing with the Commission may be 
omitted. Investment companies registered under 
the Investment Company Act of 1940 need include 
financial statements only for the last fiscal year. If 
the financial statements of the registrant and its 
subsidiaries consolidated in the annual report filed 
or to be filed with the Commission are not required to 
be audited, the financial statements required by this 
paragraph may be unaudited. 


NOTE 1: Information required by §210.4-10(k)(1) 
through (4) of Regulation S-X, applicable to oil and 
gas companies, s to be included as part of the 


gas companies, is to be included as part of the 
financial statements included in the report. In 
addition, the oil and gas information required by 
§210.4-10(k)(5) through (8) of Regulation S-xX, 
which may be reported as supplemental information 
accompanying the financial statements, shall be 
included in the report. 


NOTE 2: If the financial statements for a period prior 
to the most recently completed fiscal year have been 
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examined by a predecessor accountant, the 
separate report of the predecessor accountant may 
be omitted in the report to security holders provided 
the registrant has obtained from the predecessor 
accountant a reissued report covering the prior 
period presented and the successor accountant 
clearly indicates in the scope paragraph of his report 
(a) that the financial statements of the prior period 
were examined by other accountants, (b) the date of 
their report, (c) the type of opinion expressed by the 
predecessor accountant, and (d) the substantive 
reasons therefor, if it was other than unqualified. It 
should be noted, however, that the separate report of 
any predecessor accountant is required in filings 
with the Commission. If, for instance, the financial 
statements in the annual report to security holders 
are incoporated by reference in a Form 10-K, the 
separate report of a predecessor accountant shall be 
filed in Part II or in Part IV as a financial statement 
shedule. 


* * Ke K * 


REQUEST FOR COMMENTS 


All interested persons are invited to submit their 
views and comments on the foregoing in triplicate to 
George A. Fitzsimmons, Secretary, Securities and 
Exchange Commission. Washington, D.C. 20549, on 
or before March 15, 1981. Such communications 
should refer to File S7-870 and will be available for 
public inspection and copying. 


The Commission also solicits comments as to 
whether the proposed amendments would have an 
adverse effect on competition or would impose a 
burden on competition. Comments on this inquiry 
will be considered by the Commission in complying 
with its responsibilities under Section 23(a)(2) ofthe 
Exchange Act. 


AUTHORITY FOR PROPOSED AMENDMENTS 


These amendments are proposed pursuant to 
authority in Sections 6, 7, 8, 10 and 19(a) [15 U.S.C. 
77f, 77g, 77h, 77), 77s] of the Securities Act of 1933; 
Sections 12, 13, 15(d) and 23(a) [15 U.S.C.78/, 78m, 
780(d), 78w] of the Securities Exchange Act of 1934; 
and Sections 8, 30, 31(c) and 38(a) [15 U.S.C. 80a- 
8, 80a-29, 80a-30(c) and 80a-37(a)] of the 
Investment Company Act of 1940. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17398A/December 31, 1980 


In the Matter of 


PACIFIC RESOURCES, INC. 
Common Stock, no par value 
File No. 1-6884 


Securities Exchange Act of 1934 
Sections 12(d) and 11(A) 


ORDER STAYING EFFECTIVE DATE OF WITH- 
DRAWAL FROM LISTING AND REGISTRATION AND 
EXTENDING THE EXEMPTION OF CERTAIN 
PERSONS AND SECURITIES FROM THE 
PROVISIONS OF RULE 11Aa3-1 


On December 30, 1980 the Commission issued 
Securities Exchange Act Release No. 17398 to stay 
the effectiveness of the removal of Pacific 
Resources, Inc. (“PRI”) stock from listing and 
registration on the Pacific Stock Exchange, 
Incorporated (“PSE”) until March 31, 1981, and to 
extend until that date the exemption from Rule 
11Aa3-1 for OTC transactions in PRI common stock. 
The ordering paragraph of the Release has been 
amended to read as follows: 


ACCORDINGLY, IT IS ORDERED that the order of 
June 22, 1977, be, and it hereby is amended to 
extend until March 31, 1981 the effective date of 
removal of PRI stock from listing and registration on 
the PSE, and to extend until that date the exemption 
from Rule 11Aa3-1 for OTC transactions in PRI 
common stock. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17400/December 24, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6277/December 24, 1980 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17401/December 24, 1980 


In the Matter of 


BOSTON STOCK EXCHANGE, INC. 
53 State Street 
Boston, MA 02109 


(SR-BSE-80-7) 
ORDER APPROVING PROPOSED RULE CHANGE 


On November 3, 1980, the Boston Stock Exchange, 
Inc. filed with the Commission, pursuant to Section 
19(b)(1) of the Securities Exchange Act of 1934, 15 
U.S.C. 78(s)(b)(1) (“Act”) and Rule 19b-4 
thereunder, copies of a proposed rule change which 
amends Chapter II, Section 23 of its Rules which 
governs off-floor transactions to conform its 
provisions with the requirements of Commission 
Rule 19c-3 under the Securities Exchange Act. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-17309, 
November 17, 1980) and by publication in the 
Federal Register (45 FR 77212, November 21, 
1980). No comments with respect to the proposed 
rule change were received. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchange and in 
particular, the requirements of Sections 6(b)(5) and 
11(a)(1) and the rules and regulations thereunder in 
that by expanding the market in which a public order 
may be executed it removes impediments to and 
perfects the mechanism of a free and open market 
and a national market system. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17402/December 24, 1980 


In the Matter of 


NATIONAL ASSOCIATION OF SECURITIES DEAL- 
ERS, INC. 

1735 K Street, N.W. 

Washington, D.C. 20006 


(SR-NASD- 78-3) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
AND ORDER APPROVING PROPOSED RULE 
CHANGE 


Pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(1) (the 
“Act’), notice is hereby given that on December 23, 
1980, the National Association of Securities Dealers, 
Inc. (“NASD”) filed with the Commission copies of a 
proposed rule change to extend from December 12, 
1980 to March 1, 1981 the effective date of rules 
concerning member practices in connection with 
fixed price offerings of securities (the “Papilsky 
rules”). The rules were approved by the Commission 
is Securities Exchange Act Release No. 17371 
(December 12, 1980), (45 FR 83707). 


Interested persons are invited to submit written 
data, views and arguments concerning the proposed 
rule change within 21 days from the date of this 
publication. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-NASD- 78-3. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. 552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room 1100 L Street, N.W. Washington, 
oS. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
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Act and the rules and regulations thereunder 
applicable to registered securities associations, and 
in particular, the requirements of Section 15A, and 
the rules and regulations thereunder. 


The Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after 
the date of publication of notice of filing thereof. It is 
necessary to delay the effective date of the Papilsky 
rules approved by the Commission on December 12 
to afford sufficient time for NASD members to 
establish appropriate compliance procedures and 
for the NASD to establish its own surveillance 
program. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17403/December 29, 1980 


In the Matter of 


PHILADELPHIA STOCK EXCHANGE, INC. 
17th Street & Stock Exchange Place 
Philadelphia, PA 19103 


(SR-PhIx-80-27) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
AND ORDER APPROVING PROPOSED RULE 
CHANGE 


Pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (“Act”), 
notice is hereby given that on December 4, 1980, the 
Philadelphia Stock Exchange, Inc. (“Phix’”) filed with 
the Commission copies of a proposed rule change to 
modify the PhIx’s Board of Governors (“Board”) and 
the Phix’s election procedures. The Board’s number 
of Public Governors! would be increased from one to 
three and its number of Broker Governors would be 
reduced from 24 to 21.? Every year seven Broker 
Governors and one Public Governor would be 
elected to three year terms, resulting by the year 
1983 in 21 Broker Governors and three Public 
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Governors.’ The present requirement limiting to 10 
the number on non-members of the Phix who may 
serve at any one time on the Board would be 
rescinded,’ and the present requirement that Public 
Governors must rotate off the Board at the end of six 
consecutive years of service would also be 
rescinded.® 


The Phix’s Chairman of the Board would be directly 
elected, by the membership, to a two year term, 
instead of the present one year term;® and after two 
such consecutive terms he would be ineligible to 
succeed himself.’ However, any immediate past 
Chairman of the Board would automatically become 
an ex officio Board member for one year following his 
departure from office.® 


The two Vice Chairmen of the Board would each 
continue to serve one year terms,’ but one Vice 
Chairman would be required to conduct a business 
primarily involving public securities customers, and 
the other Vice Chairman would be required to spend 
the major portion of his time on the Phlix trading 





‘The Phix By-Laws, Section 4-1, state that a “Public 
Governor shall be a representative of the public 
unaffiliated with the [PhIx] or any broker or dealer in 
securities.” 


2Proposed PhlIx By-Laws, Sections 3-2, 4-1, and 4-3. 
Presently there are 24 Broker Governors, eight of 
whom are elected each year, and one Public 
Governor who is elected every third year. 


3/d., Section 4-1. These totals would be in addition to 
the Chairman of the Board, two Vice Chairmen of the 
Board, and the President of the Exchange. 

4Id., Section 4-1. 

‘Id., Section 4-3. 

®/d., Section 3-2. 

7Id., Section 4-2. 

8/d., Section 4-1. 


9Id., Section 3-2. 


SEC DOCKET/1163 





floors or be affiliated with an organization that 
conducts a substantial portion of its business on the 
Phix trading floors.?° 


The Phix’s Nominating Committee would be 
required to hold open meeting for nominations in 
January of each year and to submit nominations for 
the Board positions of Chairman, Vice Chairman, 
Broker Governor, and Public Governor to the 
Secretary of the Exchange’! who also could receive 
nominations from the membership-at-large.'? The 
Nominating Committee could not nominate to the 
Board anyone (except for the Chairman) if the 
election of any such nominee would cause more 
than one Board member to be affiliated with the 
same member organization. The elections 
themselves would be conducted by the Phix’s 
Elections Committee.'* 


All appointments to the Nominating Committee and 
the Elections Committee would be made by the 
Chairman of the Board subject to Board approval, in 
December of each year.'* No person would be 
eligible for appointment to any standing committee, 
including the Nominating Committee and the 
Elections Committee, if such person’s appointment 
would cause more than one person from the same 
member organization to be a member of that 
committee.® 


Interested persons are invited to submit written 
data, views and arguments concerning the 
submission within 21 days from the date of this 
publication. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-PhIx-80-27. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
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Act and the rules and regulations thereunder 
applicable to a national securities exchange, and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


The Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after 
the date of publication of notice of filing thereof 
because the Phlx’s By-Laws (both present and 
proposed) require that nominations for Board 
positions be submitted to the Nominating 
Committee in January of each year for the 
Exchange’s annual election in March. Unless the 
Commission were to provide accelerated treatment 
for this filing, it is doubtful that the new rules would 
be in effect in time for the nomination stage of the 
Phix’s 1981 election. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








1d., Section 4-2. 

‘Id., Section 3-6. 

12I1qd., Section 3-7(a). 

13I1d., Section 10-10. Presently the Elections 
Committee is authorized by Section 10-9 of the By- 
Laws to submit its own nominations if none are made 
by the membership-at-large, but the PhIx states that 
this “procedure has proved cumbersome” and 
proposed to rescind it. 

41qd,, Section 10-1(c). 


15Iq., Section 10-1(d). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17404/December 29, 1980 


An order has been issued granting the application of 
the American Stock Exchange to strike the common 
stock ($.10 par value) of ATCO INDUSTRIES, INC. 
from listing and registration thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17405/December 29, 1980 


A notice has been issued giving interested persons 
until January 19, 1981 to comment on the 
applications of the Boston Stock Exchange for 
unlisted trading privileges in 25 issues which are 
listed on one or more other national securities 
exchanges and are reported in the consolidated 
transaction reporting system. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17406/December 29, 1980 


Orders have been issued granting the applications of 
the New York Stock Exchange to strike from listing 
and registration the following: 


Combustion Equipment Associates, Inc. 
Common Stock ($.01 par value) 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17407/December 19, 1980 


An order has been issued granting the application of 
the American Stock Exchange to strike the common 
stock ($.06-2/3 par value) of AMERICAN 
TECHNICAL INDUSTRIES, INC. from listing and 
registration thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17408/December 29, 1980 


Orders have been issued granting the applications of 


the New York Stock Exchange to strike from listing 
and registration the following: 


Volume 21, No. 14, January 13, 1981 


Midland Mortgage Investors Trust 
Shares of Beneficial Interest (no par value) 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17409/December 29, 1980 


MIDWEST CLEARING CORPORATION (“MCC”) 
(SR-MCC-80-2) 
ORDER APPROVING PROPOSED RULE CHANGE 


On November 10, 1980, MCC filed with the 
Commission, pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934, 15 USC. 
78s(b)(1) (the “Act”) and Rule 19b-4 thereunder, a 
proposed rule change which would empower MCC as 
part of its stock loan program, to establish prioritized 
classes of participants to use in determining the 
order in which MCC will borrow securities made 
available to the MCC system by participants. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 17310, 
November 17, 1980) and by publication in the 
Federal Register (45 FR 77216, November 21, 
1980). No written comments were received by the 
Commission. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to registered clearing agencies, and in 
particular, the requirements of Section 17A of the 
Act. 


It is therefore ordered, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change be 
approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17410/December 30, 1980 


REGULATION OF TRANSFER AGENTS 
ACTION: Amendment of rule and form. 


SUMMARY: The Commission is amending its 
transfer agent registration rule and form. The 
amendments eliminate the requirement that 
transfer agents registered with the Commission file 
annual amendments to Item 7 (which includes 
Schedule B) of their registration form, Form TA-1. 
The requirement to file annual amendments is being 
eliminated in anticipation of a comprehensive 
revision of Form TA-1, which is expected to be 
published for comment during 1981. 


EFFECTIVE DATE: Immediately upon publication in 
the Federal Register. 


FOR FURTHER INVORMATION CONTACT: Pierron R. 
Leef, Jr., Branch Chief (202)272-2913, Stuart J. 
Kaswell, Staff Atttorney (202)272-2904, Division of 
Market Regulation Securities and Exchange 
Commission 500 North Capitol Street, Washington, 
D.C. 20549. 


SUPPLEMENTARY INFORMATION: The 
Commission today adopted amendments to Rule 
17Ac2-1 (17 CFR §240.17Ac2-1) and related Form 
TA-1 with attached Schedules A and B (17 CFR 
§249b.100) under the Securities Exchange Act of 
1934 (the Act) to eliminate the requirement that 
transfer agents registered with the Commission file 
annual amendments to Item 7 (which includes 
Schedule B) of their registration form, Form TA-1. 


Background 


Rule 17Ac2-1' requires a transfer agent for which 
the Commission is the appropriate regulatory 
agency to apply for registration with the Commission 
on, and in accordance with the _ instructions 
contained in, Form TA-1.2 Among other things, Rule 
17Ac2-1 requires that Item 7 (which includes 
Schedule B)? of Form TA-1 must be updated within 
thirty days following the close of any calendar year 
during which the information has become 
inaccurate, misleading or incomplete.’ 


In reviewing Form TA-1, the Commission 


determined that a number of the questions on the 
form may be outdated. In addition, the Commission 
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believes that the cost to transfer agents of collecting 
the information required by Schedule B andthe cost 
to the Commission in processing that information 
currently outweigh that information’s regulatory 
benefits. As a result, the staffs of the Commission 
and the Federal bank regulators have been working 
on a revision of Form TA-1. Among other things, that 
revision is expected to replace the detailed 
information required by Schedule B with questions 
asking only for aggregate statistical information. 


The Commission has determined that it would be 
inappropriate to require registrants to file updates to 
Schedule B at the same time that the Commission is 
considering replacing that schedule with questions 
calling only for aggregate information. As a result, 
the Commission has determined to amend 
paragraph (c) of Rule 17Ac2-1 and Instruction 15 to 
Form TA-1 to eliminate the requirement that 
registered transfer agents annually amend Item 7 
(which includes Schedule B) of Form TA-1. Transfer 





‘The adoption of Rule 17Ac2-1 and Form TA-1 was 
announced in Securities Exchange Act Release No. 
11759 (October 22, 1975), 40 FR 51181 (November 
4, 1975. Subsequently, the Commission adopted 
certain non-substantive amendments to Form TA-1. 
Securities Exchange Act Release No. 14301 
(December 21, 1977), 42 FR 65572 (December 30, 
1977). 


2The Federal bank regulators (i.e., the Comptroller of 
the Currency, the Federal Deposit Insuarance 
Corporation and the Board of Governors of the 
Federal Reserve System) have adopted a similar 
registration rule and an identical registration form 
for transfer agents required to register with those 
agencies. 


3Registrants are required to list on Schedule B 
certain securities for which they perform transfer 
agent functions, the capacities in which they act for 
those securities as well as other information. 


Rule 17Ac2-1 also requires Items 1-6 of Form TA-1 
to be amended twenty-one calendar days following 
the date on which the information contained in those 
items becomes inaccurate, misleading or 
incomplete. Items 1-6 of Form TA-1 request 
information regarding the registrant's identity and 
the nature of its transfer agent activities. 
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agents registered with the Commission should note, 
however, that the requirement in Rule 17Ac2-1 that 
they must amend Items 1-6 of Form TA-1 within 
twenty-one calendar days following the date on 
which such_ information becomes _ inaccurate, 
misleading or incomplete remains in effect. 


Coordination with the Federal Bank Regulators 


The Commission has conferred with the Federal 
bank regulators who are adopting, or are considering 
adopting, similar revisions for transfer agents 
registered with those agencies. 


Statutory Basis, Competitive Considerations and 
Effective Date 


The Commission, acting pursuant to Sections 2, 17, 
17A, and 23(a) of the Act, 15 U.S.C. 78b, 78q, 78q-1 
and 78w(a), hereby adopts amendments to 
paragraph (c) of Rule 17Ac2-1 (17 CFR §240.17Ac2- 
1(c)) and Instruction 15 to Form TA-1 (17 CFR 
§249b.100). 


In doing so, the Commission finds that eliminating 
the requirement that transfer agents file annual 
amendments to Item 7 (which includes Schedule B) 
of Form TA-1 reduces the reporting burden on 
transfer agents registered with the Commission. 
Moreover, unless these amendments become 
effective immediately, they would become effective 
after the date by which transfer agents must file 
annual amendments to Form TA-1. Accordingly, the 
Commission finds that pursuant to Section 
553(b)(B) of the Administrative Procedure Act [5 
U.S.C. 553(b)(B)] notice and public procedure are 
impracticable, unnecessary, and contrary to the 
public interest in this situation and that in 
accordance with Section 553(d) of the 
Administrative Procedure Act [5 U.S.C. 553(d)] good 
cause exists for making these amendments effective 
immediately upon publication in the Federal 
Register. 


It also appears to the Commission that no burden will 
be imposed on competition by the adoption of the 
proposed amendments. 


Accordingly, the Commission hereby revises 
paragraph (c) of §240.17Ac2-1 of Part 240 and 
Instruction 15 of §249b.100 or Part 249 of Title 17 of 
the Code of Federal Regulations to read as follows: 


PART 240—GENERAL RULES AND REGULATIONS, 
SECURITIES EXCHANGE ACT OF 1934 
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§240.17Ac2-1 Application for registration of 
transfer agents. 


(c) Within twenty-one calendar days following the 
date on which any information reported at items 1-6 
of Form TA-1 becomes inaccurate, misleading or 
incomplete, the registrant shall file an amendment 
on Form TA-1 correcting the inaccurate, misleading 
or incomplete information. 


* Ke KK * 


PART 249b—FURTHER FORMS, SECURITIES 
EXCHANGE ACT OF 1934 


§249b.100 Form TA-1, uniform form for registration 
as a transfer agent pursuant to section 17A of the 
Securities Exchange Act of 1934. 


* Ke KK * 


I!1—Instructions Relating to Filing Form TA-1 as an 
Amendment to a Registration Form 


15. Within twenty-one calendar days following the 
date on which information reported at items 1-6 of 
Form TA-1 becomes inaccurate, incomplete or 
misleading, the registrant shall file an amendment 
on Form TA-1 correcting the inaccurate, incomplete 
or misleading information. The information reported 
at items 7-12 of Form TA-1 need not be amended 
after registration has become effective. 


* Ke KK 


For the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17411/December 31, 1980 


In the Matter of 
PEPSICO CAPITAL RESOURCES, INC. 
File No. 81-643 


APPLICATION PURSUANT TO SECTION 12(h) 
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The Securities and Exchange Commission has 
issued a notice giving interested persons until 
January 23, 1981, to request a hearing on an 
application of PepsiCo Capital Resources, Inc., (the 
“Applicant”) pursuant to Section 12(h) of the 
Securities Exchange Act of 1934 for an order 
exempting the Applicant from the periodic reporting 
requirements under Sections 13 and 15(d) of the 
1934 Act. 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21851/December 24, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6277/December 24, 1980 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21852/December 24, 1980 


In the Matter of 


VERMONT MARBLE COMPANY 
Proctor, Vermont 05765 


(31-757) 


ORDER GRANTING APPLICATION FOR EXEMPTION 
FROM ELECTRIC UTILITY STATUS PURSUANT TO 
SECTION 2(a)(3) 


Vermont Marble Company (“VMC”), a Vermont 
corporation, has filed an application and an 
amendment thereto with this Commission pursuant 
to Section 2(a)(3) of the Public Utility Holding 
Company Act of 1935 (“Act”), requesting the entry of 
an order declaring it not to be an electric utility 
company under the Act. 


VMC was incorporated in 1894 in Vermont and its 
principal place of business is at Proctor, Vermont. It 
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engages primarily in the business of marble 
quarrying and fabrication, manufacture of container 
machinery and production of crushed and other 
stone products. VMC also engaged in the 
construction business and sale of real estate. VMC’s 
total consolidated revenues for the year ended 
December 31, 1979, were $15,112,000, 
approximately 94% of which came from marble 
quarrying and fabrication, manufacture of container 
machinery and production of crushed and other 
stone products. 


By agreement dated September 15, 1976, certain 
individuals, estates and personal trusts that were 
shareholders of VMC agreed, subject to certain 
conditions, to sell shares of common stock of VMC, 
representing about 75% of the outstanding shares, 
Pluess-Staufer (North American), Inc. (“PSNA”), a 
subsidiary of Pluess Staufer, AG (“PSS”), a Swiss 
corporation. The sale was completed on November 
23, 1976. PSNA also agreed to make a tender offer 
for the remaining outstanding shares. Such tender 
offer was made, and Pluess-Stauffer Industries, Inc. 
(“PSI,” a Vermont corporation, a subsidiary of PSS, 
and the successor in interest to PSNA) currently 
owns 99.98% of the capital stock of VMC. 


VMC owns and operates four electric generating 
facilities, each of which is a hydro-electric plant 
located on Otter Creek in Vermont. VMC states that 
these facilities produced 47,571,605 kwh of 
electricity during the year ended December 31, 
1979, of which 27,110,093 kwh were used by VMC, 
OMYA, Inc. (a wholly-owned subsidiary of PSI) and 
White Pigment Corporation (a 50%-owned 
subsidiary of OMYA, Inc.). VMC supplies electricity 
to residential and commercial users in and around 
the town of Proctor, and sells surplus power 
primarily to Vermont Electric Company. VMC’s 
revenues from sales of electric energy to others than 
its associate companies and itself were 
approximately $304,000 for the year ended 
December 31, 1979. 


Due to the use of a navigable waterway in its 
generating operation, VMC is subject to regulation by 
the Federal Energy Regulatory Commission. In 
addition, VMC is subject to regulation by the 
Vermont Public Service Board. 


VMC states (1) that it is and always has been 
primarily engaged in marble quarrying and the 
fabrication of other stone products, and (2) that its 
electric energy output is primarily for use in its own 
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facilities or those of its associate companies. For the 
year ended December 31, 1979, only about 2% of 
VMC’s consolidated revenues came from sale of 
electric energy to others than its associate 
companies and operations. It further states that its 
distribution of electricity in and around the town of 
Proctor originated when it owned said town, and is 
still ancillary to the conduct of its operations in that 
community and that its sales of surplus power are 
incidental to the economical and efficient operation 
of its generating facilities for its own use. 


VMC has applied for an exemption pursuant to 
Section 2(a)(3)(A) of the Act. That section provides 
that the Commission may declare a company which 
owns or operates electric utility facilities not to bean 
“electric utility company” if it finds that “such 
company is primarily engaged in one or more 
businesses other than the business of an electric 
utility company, and by reason of the small amount 
of electric energy sold by such company it is not 
necessary in the public interest or for the protection 
of investors or consumers that such company be 
considered an electric utility company [under the 
Act].” Rule 10(a)(1) under the Act exempts from the 
duties and obligations imposed upon a “holding 
company,” as defined in Section 2(a)(7) of the Act, 
any company which has a subsidiary any company 


declared not to be an electric utility company 
pursuant to Section 2(a)(3). 


Section 2(a)(3) also provides that the Commission 
“may require the filing of such periodic or special 
reports regarding the business of the company as 
the commission may find necessary or appropriate 
to insure that such company continues to be entitled 
to such exemption during the period for which such 
order is effective.” VMC has agreed to file special 
reports by way of amendment, with the Commission, 
in the event that VMC and its associate companies 
cease to engage in marble quarrying and fabrication 
or cease to use the electric energy generated from 
VMC’s facilities. 


Due notice of the filing of said application has been 
given (HCAR No. 19813, the record being 
supplemented by amendment filed December 15, 
1980), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that VMC is 
primarily engaged in non-utility businesses and that, 
by reason of the small amount of electric energy sold 
by VMC, it is not necessary in the public interest or 
for the protection of investors and consumers that 
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VMC be considered an electric utility company. 


IT IS DECLARED, accordingly, that VMC is deemed 
not to be an electric utility company for purpose of 
the Act, and the application filed herein is ORDERED 
effective forthwith, subject to the obligation to file 
the special reports noted above. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegeated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21853/December 24, 1980 


In the Matter of 


BLACKSTONE VALLEY ELECTRIC COMPANY 
Lincoln, Rhode Island 


EASTERN EDISON COMPANY 
Brockton, Massachusetts 


MONTAUP ELECTIC COMPANY 
Fall River, Massachusetts 


(70-6523) 
ORDER AUTHORIZING SHORT-TERM BORROWING 


Blackstone Valley Electric Company (“Blackstone”), 
Eastern Edison Company (“Eastern Edison”) and 
Montaup Electric Company (“Montaup”), electric 
utility subsidiary companies of Eastern Utility 
Associates, a registered holding company, have filed 
a declaration and amendments thereto pursuant to 
Sections 6(a), 8 and 12(c) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 
42(b)(2) and 50(a)(2) promulgated thereunder 
concerning the following proposed transactions. 


Declarants propose to borrow from banks in the 
following maximum amounts outstanding at any one 
time during the period from December 28, 1980 to 
December 31, 1981: Blackstone, $7,000,000; 
Eastern Edison, $18,000,000 and Montaup, 
$42,000,000. 


Short-term notes will be issued to banks except to 
the extent that such short-term borrowings of 
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Montaup may include commercial paper to be 
issued to a commercial paper dealer. Before 
entering into any commercial paper arrangements, 
Montaup will seek specific authorization form this 
Commission by amendment to its declaration. 


The declarants have credit lines with a number of 
banks subject in some cases to commitment fees 
and/or compensating balance requirements. The 
bank credit lines expire at various times in 1981 and 
their continued availability is subject to continuing 
review by the banks involved. These bank credit 
lines may be changed and additional lines may be 
obtained from other banks. 


The credit line arrangements include (1) borrowing 
at the prime rate with no formal compensating 
balances; (2) borrowing at the prime rate with 
compensating balances not exceeding 15%; and (3) 
borrowing at the prime rate together with a 
commitment fee based on a fraction of the prime 
rate not exceeding 8% of Prime. Assuming a prime 
rate of 21.5% and maximum balance requirements 
of 15%, the effective interest rate would be 25.29%. 


Proceeds are to be applied to: (1) renew outstanding 
notes payable to banks as they become due; (2) 
finance the companies’ respective 1981 
construction programs which are estimated to be 
approximately $6,800,000 in the case of 
Blackstone, $8,800,000 in the case of Eastern 
Edison, and $40,700,000 in the case of Montaup; 
and (3) provide funds to meet certain sinking fund 
requirements in the case of Eastern Edison. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$1,200 in legal fees and expenses. No state or 
federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21806), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that the 
declaration as amended, be permitted to become 
effective: 
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IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act, except that certificates 
thereunder may be filed quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21854/December 29, 1980 


In the Matter of 


CONNECTICUT YANKEE ATOMIC POWER 
COMPANY 
Hartford, Connecticut 


NEW ENGLAND POWER COMPANY 
Westborough, Massachusetts 


WESTERN MASSACHUSETTS ELECTRIC COMPANY 
West Springfield, Massachusetts 


CENTRAL MAINE POWER COMPANY 
Augusta, Maine 


THE CONNECTICUT LIGHT AND POWER COMPANY 
Hartford, Connecticut 


THE HARTFORD ELECTRIC LIGHT COMPANY 
Hartford, Connecticut 


MONTAUP ELECTRIC COMPANY 
Boston, Massachusetts 


(70-6524) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
LONG-TERM SUBORDINATED PROMISSORY 
NOTES TO SPONSOR COMPANIES; EXCEPTION 
FROM COMPETITIVE BIDDING 


The Connecticut Light and Power Company 
(“CL&P”), The Hartford Electric Light Company 
(‘‘HELCO”), Western Massachusetts Electric 
Company (“WMECO”), subsidiaries of Northeast 
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Utilities (“NU”) and Connecticut Yankee Atomic 
Power Company (‘Connecticut Yankee’) a 
subsidiary both of NU and New England Electric 
System (“NEES”), also a registered holding 
company, together with the New England Power 
Company (“NEP”), a subsidiary of NEES, Montaup 
Electric Company (“Montaup”) a subsidary of 
Eastern Edison Company, in turn a subsidiary of 
Eastern Utilities Associates (“EUA”), a registered 
holding company, and Central Maine Power 
Company (“Central Maine’) an exempt holding 
company, have filed an application-declaration and 
amendments thereto with this Commission 
pursuant to Sections 6(a), 7, 9 and 10 of the Public 
Utility Holding Company Act of 1935 (“Act”) for 
authorization of the proposed transactions. 


Connecticut Yankee is the owner of a 575,000 KW 
nuclear electric generating plant located in 
Haddam, Connecticut. That plant has been in 
commercial operation since January 1968. The 
outstanding shares of Connecticut Yankee’s 
common stock are owned by the applicants- 
declarants and Cambridge Electric Light Company 
(“Cambridge”), Central Vermont Public Service 
Corporation (‘Central Vermont’), United 


Illuminating Company, Boston Edison Company 
(“Boston Edison”) and Public Service Company of 


New Hampshire (“PSNH”), all of which are not 
subject to the filing requirements of the Act, 
(collectively, the “Sponsors”). Partly as a result of 
requirements imposed by the Nuclear Regulatory 
Commission and studies undertaken by Connecticut 
Yankee after the nuclear accident at Three Mile 
Island, Connecticut Yankee anticipates that its 1980 
construction program expenditures for 
modifications to the plant will total approximately 
$24,000,000. Additional construction expenditures 
of approximately $28,100,000 in 1981; 
$26,700,000 in 1982 and at least $15,400,000 in 
1983 are also expected. 


In 1979, Connecticut Yankee entered into an 
arrangement whereby two banks will provide 
financing of up to $50,000,000 for nuclear fuel 
under a trust arrangement. This trust arrangement 
obligates Connecticut Yankee to purchase the fuel 
from the trust on completion of enrichment of the 
fuel and to reimburse the trust at that time for 
payments made by the trust for such fuel and forthe 
accrued financing costs associated with that fuel. 
Pursuant to this trust arrangement, Connecticut 
Yankee will be required to expend approximately 
$16,700,000 in December 1980 and approximately 
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$15,800,000 in January 1981. Connecticut Yankee 
expects additional necessary fuel expenditures, as 
reimbursements to the trust and/or direct payments 
to fuel vendors which are not covered by the trust 
arrangement, of approximately $3,800,000 during 
the balance of 1981, $41,300,000 in 1982 and 
$48,900,000 in 1983. 


Connecticut Yankee estimates that in order to meet 
the above requirements, to meet principal payments 
on its outstanding indebtedness and to repay 
Sponsor’s contributions, it will require financing 
from external sources of $30,000,000 in December 
1980; $60,000,000 in 1981; $45,000,000 in 1982 
and $35,000,000 in 1983. 


By order dated May 6, 1980 (HCAR No. 21551), the 
Commission authorized Connecticut Yankee to offer 
$40,000,000 to $60,000,000 of debentures on a 
negotiated basis to institutional investors. A private 
placement was attempted but could not be 
negotiated. To date, the company has been unable to 
find institutional investors willing to make 
commitment to purchase such debentures. It 
believes that a successful placement can be 
effected with more direct Sponsor support for the 
issue and it intends to develop modified 
arrangements to provide such support. As aninterim 
financing measure, it has filed the proposal 
described herein to meet its immediate capital 
needs. 


Connecticut Yankee proposes to issue subordinated 
notes (“Debt Securities”) to Sponsors in an 
aggregate amount of up to $40,000,000 outstanding 
at any one time pursuant to the five-year Capital 
Contribution Agreement dated November 1, 1980 
(“Agreement”). The financing is to be an interim 
measure if additional long or medium-term debt 
financing can be effected in 1981-1983. The 
promissory notes under each Agreement shall be 
subordinated to all other notes issued pursuant to 
said Agreement or any of the other similar 
Agreements between Connecticut Yankee and the 
other Sponsors or issued pursuant to any similar 
capital contribution agreement hereafter entered 
into and to any obligations of Connecticut Yankee 
under a fuel trust or any similar financing 
arrangement. 


The Debt Securities will mature on January 1, 1998, 
would be prepayable in whole or in part without 
penalty or premium and would bear interest at a rate 
per annum equal to 1%% in excess of the prime rate 
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in effect from time to time at the Connecticut Bank 
and Trust Company, Hartford, Connecticut. It is 
proposed that an aggregate of $30,000,000 of the 
Debt Securities would be issued during December 
1980 and January 1981 to provide funds for 
scheduled nuclear fuel payment in those months. 
The remaining $10,000,000 of the Debt Securities 
may be issued in December 1980 to provide funds to 
retire outstanding short-term borrowings, 
$24,725,000 as of October 31, 1980. Connecticut 
Yankee expects to prepay all of such principal 
amount of the Debt Securities outstanding in the 
second half of 1981 from the proceeds of an 
anticipated issue of long-term debentures or similar 
debt. It proposes that any balance of Debt Securities, 
and any prepaid Debt Securities, may be reissued 
subsequently at any time and from time to time prior 
to November 1, 1985. 


The Sponsors are expected to agree to purchase the 
Debt Securities in proportion to their respective 
ownership percentage in Connecticut Yankee as 
follows: 


Company Ownership Amount 
The Connecticut Light and 

Power Company 25.0 
New England Power Company 15.0 
Boston Edison Company 9.5 
The Hartford Electric Light 

Company 9.5 
The United Illuminating 

Company 9.5 
Western Massachusetts 

Electric Company 9.5 
Central Maine Power Company 6.0 
Public Service Company 

of New Hampshire 5.0 
Cambridge Electric Light 

Company 4.5 
Montaup Electric Company 4.5 
Central Vermont Public 

Service Corporation 2.0 

Total 100.0 


$10,000,000 
6,000,000 
3,800,000 


3,800,000 
3,800,000 


3,800,000 
2,400,000 


2,000,000 


1,800,000 
1,800,000 


800,000 
$40,000,000 


Exception from the competitive bidding 
requirements of Rule 50 pursuant to paragraph 
(a)(5) is requested for the proposed issuance and 
sale of the Debt Securities because Connecticut 
Yankee believes that purchase by the Sponsors 
under existing contractual arrangements is the only 
means by which it can meet its capital needs within 
the time available and that the proposed terms will 
be unattractive to outside investors. 


The fees and expenses to be incurred in connection 
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with the proposed transactions will be $22,700. The 
Connecticut Department of Public Utility Control has 
authorized the issuance of the Debt Securities and 
their acquisition by CL&P, HELCO, WMECO, NEP, 
Montaup, Central Maine, PSNH and Central Vermont 
and the Massachusetts Department of Public 
Utilities has authorized the acquisition of the Debt 
Securities by NEP, WMECO, Montaup, Boston 
Edison, United Illuminating, PSNH, Cambridge and 
Central Vermont. No other state commission and no 
federal commission, other than FERC and this 
Commission, has jurisdiction over the proposed 
transactions. Copies of regulatory decisions and 
orders authorizing the proposed transactions by 
non-jurisdictional companies will be filed by 
amendment. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed in Rule 23 promuigated under the Act 
(HCAR No. 21820) and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be and hereby 
is granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act, 
except that certificates thereunder shall be filed 
quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21855/December 29, 1980 


In the Matter of 


YANKEE ATOMIC ELECTRIC COMPANY 
Westborough, Massachusetts 


(70-6517) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
SHORT-TERM PROMISSORY NOTES TO A BANK 
AND COMMERCIAL PAPER TO A COMMERCIAL 
PAPER DEALER; EXCEPTION FROM COMPETITIVE 
BIDDING 


Yankee Atomic Electric Company (‘Yankee 
Atomic”), and electric utility subsidiary company of 
New England Electric Systems (“NEES”) and 
Northeast Utilities (“NU”), registered holding 
companies, has filed an application-declaration, 
and amendments thereto, pursuant to Sections 6(a) 
and 7 of the Public Utility Holding Company Act of 
1935 (“Act”) and Rules 42(b)(2), 50(a)(2), and 
50(a)(5) promulgated thereunder as applicable to 
the following proposed transactions. 


Yankee Atomic proposes to issue and sell short-term 
notes to a bank and commercial paper to a 
commercial paper dealer to provide short-term 
funds for the period through December 31, 1981. 
The proceeds from the notes and commercial paper 
will be used to finance the cost of nuclear fuel, 
capitalizable expenditures and for other corporate 
purposes. The notes will be sold to the First National 
Bank of Boston, or to A.G. Becker & Company, Inc. 
(“Becker”), a commercial paper dealer, or to both, 
up to a maximum aggregate principal amount of 
$21,000,000 outstanding at any one time. 


The proposed bank borrowings will be evidenced by 
notes maturing less than one year from the date of 
issuance. The notes will provide for prior payment in 
while or part without premium. The notes will bear 
interest not in excess of 110% of the prime rate (plus 
a commitment fee of 5/8 of 1% of the line of credit). 
Under such terms, the effective cost of borrowing 
would not exceed 22.625% per annum assuming 
borrowings at the maximum amount of the line of 
credit and the current prime rate of 20.00%. 


The commercial paper would be issued and sold 


through December 31, 1981, directly to Becker. 
Becker, as a principal, will reoffer such commercial 
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paper to not more than 100 of its customers whose 
names appear on a nonpublic list prepared in 
advance by Becker. No additions will be made to 
such list of customers. The list includes commercial 
banks, insurance companies, pension funds, 
investment ‘trusts, foundations, colleges and 
universities, municipal and state benefit funds, 
eleemosynary institutions, finance companies and 
non-financial corporations. It is expected that such 
commercial paper will be held to maturity, by the 
purchasers. However, should any purchaser wish to 
resell prior to maturity, Becker, pursuant to an oral 
repurchase agreement, will repurchase the paper 
for resale to others on the list of customers. The 
commercial paper will be in the form of unsecured 
promissory notes having varying maturities of not in 
excess of 270 days, will be in denominations of not 
less than $50,000 nor more than $1,000,000 and 
will not by its termsbe prepayable prior to maturity. It 
will be purchased by Becker from Yankee Atomic at 
a discount which will not be in excess of the discount 
rate per annum prevailing at the date of issuance for 
commercial paper of comparable quality and 
maturity sold by public utility issuers to commercial 
paper dealers. Becker will initially reoffer the 
commercial paper at a discount rate not exceeding 
1/8 of 1% per annum less than the prevailing 
discount rate to Yankee Atomic. 


Yankee Atomic now has short-term borrowing 
authority aggregating $21,000,000 through 
December 31, 1980 pursuant to this Commission’s 
Order of December 19, 1979 (HCAR No. 21346). 
Yankee Atomic expects to have about $14,500,000 
of short-term debt outstanding at the end of 1980. 
During 1981 Yankee Atomic expects to spend 
approximately $10,000,000 for plant 
improvements. 


The proposed short-term borrowing will be repaid 
from time to time, in part, from internally generated 
funds and the balance will be refinanced either 
through additional short-term borrowings or 
permanent financing which would be subject to prior 
Commission approval. 


The proposed issuance and sale of notes to a bank 
are excepted from the competitive bidding 
requirements of Rule 50 pursuant to paragraph 
(a)(2) thereof. An exception pursuant to Rule 
50(a)(5) is requested for the issuance of 
commercial paper because the current rates for 
commercial paper for prime borrowers such as 
Yankee Atomic are readily ascertainable by 
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reference to daily financial publications and do not 
require competitive bidding in order to determine 
the reasonableness thereof, and because it is 
impractical to publish invitations for bids for 
commercial paper. Yankee Atomic requests that it 
be permitted to file certificates required by Rule 24 
with respect to the proposed transactions on a 
quarterly basis. 


The fees and expenses to be incurred in connection 
with the proposed transaction will be $1,000 for 
services at cost performed by New England Power 
Service Company. No state or federal commission, 
other thanthis Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said application- 
decleration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21816) and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be and hereby 
is granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act, 
except that certificates thereunder shall be filed 
quarterly. 


For the Commission by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21856/December 29, 1980 


In the Matter of 


METROPOLITAN EDISON COMPANY 
2800 Pottsville Pike 
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Muhlenberg Township 
Berks County, Pennsylvania 19605 


(70-6283) 


NOTICE OF PROPOSAL TO EXTEND TIME PERIOD 
DURING WHICH SHORT-TERM BORROWINGS MAY 
BE MADE 


NOTICE IS HEREBY GIVEN that Metropolitan Edison 
Company (‘“‘Met-Ed”), an electric utility subsidiary of 
General Public Utilities Inc. (“GPU”), a registered 
holding company, has filed a _ post-effective 
amendment to an application previously filed with 
this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating 
Section 6(b) of the Act and Rule 50 promulgated 
thereunder as applicable to the proposed 
transaction. All interested persons are referred to 
the amended application, which is summarized 
below, for a complete statement of the proposed 
transaction. 


By order dated December 28, 1979 (HCAR No. 
21368), the Commission granted Met-Ed authority 
to issue or renew, from time to time until December 
31, 1980, its unsecured promissory notes maturing 
not more than nine months after the date of issue, 
evidencing short-term bank borrowings, provided 
that the aggregate principal amount of such 
unsecured promissory notes outstanding at any one 
time, when added to Met-Ed’s borrowings 
outstanding under the GPU System Revolving Credit 
Agreement, shall not exceed the lesser of (a) 
$125,000,000 or (b) the amount permitted by Met- 
Ed’s Articles of Incorporation. 


By orders dated June 19, 1979 (HCAR No. 21107) 
and October 30, 1979 (HCAR No. 22276) the 
Commission authorized Met-Ed to issue, sell and 
renew from time to time through October 1, 1981, its 
promissory notes (having a maturity of not more 
than six months from the date of issue) pursuant to 
the GPU System Revolving Credit Agreement dated 
as of June 15, 1979, with a syndicate of commercial 
banks. The Commission’s orders, among other 
things, authorized Met-Ed to incur indebtedness 
under the Agreement up to an amount which, when 
added to its other outstanding short-term borrowing 
would not in the aggregate exceed the lesser of (a) 
$125,000,000 or (b) the amount permitted by Met- 
Ed’s Articles of Incorporation. Borrowings under the 
Agreement are secured by the guarantee of GPU, by 
the common stock of GPU’s subsidiaries, and in the 
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cases of Jersey Central Power & Light and 
Metropolitan Edison by certain other collateral. 


Met-Ed now requests that the period during which it 
may issue, sell and renew its unsecured promissory 
notes be extended to October 1, 1981. In all other 
respects the transactions as heretofore authorized 
by the Commission would remain unchanged. Met- 
Ed states that this extension of its existing authority 
is necessary so that it may continue to have the 
flexibility to borrow under both unsecured credit 
lines and the GPU System Revolving Credit 
Agreement since from time to time it may be less 
costly and more expeditious to borrow pursuant to 
unsecured credit lines. 


A statement of the fees, cormmissions and expenses 
to be incurred in connection with the proposed 
transaction will be filed by amendment. It is stated 
that no state or federal regulatory authority, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 22, 1981, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant at the above-stated address, and 
proof of service (by affidavit or, incase of an attorney 
at law, by certificate) should be filed with the 
request. At any time after said date the application, 
as amended or as it may be further amended, may 
be granted effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21857/December 29, 1980 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 


(70-6522) 


ORDER AUTHORIZING HOLDING COMPANY TO ACT 
AS SURETY FOR SUBSIDIARY 


American Electric Power Company, Inc. (“AEP”), a 
registered holding company has filed a 
declaration with this Commission pursuant to 
Sections 12(b) and 12(f) of the Public Utility Holding 
Company Act of 1935 (“Act”), and Rule 45(b)(3) 
promulgated thereunder concerning the following 
proposed transaction. 


On September 22, 1980, Wheeling filed with the 
Public Service Commission of West Virginia (“State 
Commission”) new increased rates for electric 
services in West Virginia. By order dated October 16, 
1980, the State Commission permitted the 
increased rates to go into effect on October 16, 1980 
prior to the completion of its investigation of such 
increased rates, provided that Wheeling posted an 
appropriate bond within seven days thereafter to 
assure the making of refunds to its customers in the 
event that the State Commission’s final order in the 
proceeding should require refunds to be made. It 
was determined that Wheeling post its own bond 
with AEP as surety in order to avoid the $5,000 per 
annum cost of obtaining a commercial bond. 
Because the State Commission’s order was issued 
without prior notice or a hearing, AEP did not have 
sufficient time to seek prior approval from this 
Commission for the execution of the surety bond. In 
reliance on the provisions of Rule 45(b)(3), on 
October 20, 1980 AEP, as surety, and Wheeling, as 
principal, executed a statutory bond in the amount of 
$1,000,000 which was posted with the State 
Commission on October 21, 1980. AEP will act as 
surety without charging a fee. AEP and Wheeling 
filed a statement, dated October 29, 1980, pursuant 
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to Rule 45(b)(3) advising this Commission of the 
action taken by AEP. AEP now seeks approval of that 
transaction. 


The fees and expenses incurred by AEP in 
connection with this transaction are estimated not to 
exceed $2,500 including legal fees estimated not to 
exceed $500. No state or federal commission other 
than this Commission has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21805) and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that the 
declaration be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration, be, and it hereby is, permitted to 
become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21858/December 29, 1980 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
COLUMBIA HYDROCARBON CORPORATION 
20 Montchanin Road 

Wilmington, Delaware 


COLUMBIA GAS TRANSMISSION CORPORATION 
1700 Mac Corkle Avenue, S.E. 
Charleston, West Virginia 25314 


(70-6474) 
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NOTICE OF PROPOSAL TO ENGAGE IN 
PURIFICATION AND SALE OF NATURAL GAS 
BYPRODUCT 


NOTICE IS HEREBY GIVEN that The Columbia Gas 
System, Inc. (“Columbia”), a registered holding 
company, and two of its wholly-owned subsidiary 
companies, Columbia Hydrocarbon Corporation 
(“Hydrocarbon”) and Columbia Gas Transmission 
Corporation (‘‘Transmission”) have filed an 
application and an amendment thereto with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”) designating Sections 9 
and 10 of the Act as applicable to the proposed 
transaction. All interested persons are referred to 
the application, which is summarized below, for a 
complete statement of the proposed transaction. 


Hydrocarbon was formed in 1957 pursuant to an 
Order and Findings and Opinion of the Commission 
dated November 27, 1957 (HCAR No. 13610) forthe 
purpose of fractionating, storing and selling the 
heavier hydrocarbons which had to be extracted 
from the System’s Appalachian natural gas streams 
in order for that natural gas to be marketable. The 
fractionation process also produced marketable 
hydrocarbon by-products of the natural gas stream. 
The order of November 27, 1957 permitted the 
marketing of such by-products. Hydrocarbon now 
proposes to purify and market carbon dioxide 
(“C02”), another by-product of the System’s natural 
gas streams. Hydrocarbon proposes to produce and 
sell food grade CO2 as well as sell unpurified CO2. 


Transmission is engaged primarily in the long- 
distance transmission of natural gas from the 
production sources to various affiliated and non- 
affiliated distribution companies. Transmission also 
engages in gas production activities in Appalachia. 
Included among Transmission’s Appalachian 
projects is a project to obtain natural gas from the 
Tuscarora (Clinton) formation in the Indian Creek 
Field in Kanawha County, West Virginia. The natural 
gas from the Indian Creek Field is 35% methane and 
65% CO2. The CO2 must be separated from the 
methane before the methane can be sold. It is 
proposed that the CO2 be sold to Hydrocarbon. The 
purchase price for the CO2 will be based on the price 
which Columbia LNG Corporation, another 
Columbia subsidiary, received for the naturally 
occuring CO2 by-product of its Green Springs gas is 
purified CO2, while the CO2 to be sold by 
Transmission to Hydrocarbon is unpurified. It is 
stated that the Columbia LNG Corporation contract 
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was negotiated with a non-affiliated third party in an 
arm’s length transaction and is therefore 
representative of fair market value of purified CO2. It 
is further stated that there is not source of unpurified 
CO2 in the area upon which to base a price. 


Hydrocarbon proposes to market the CO2 in athree- 
part program. First, approximately 60% of the CO2 
Hydrocarbon receives from Transmission will be 
purified and sold as “food grade” quality CO2. Five 
potential customers for the purified CO2 have been 
identified to date. Hydrocarbon will construct an 8- 
mile pipeline from the Indian Creek Field separation 
plant to a proposed CO2 purification plant to be 
located in Marmet, West Virginia. Storage facilities 
will also be constructed. The total estimated cost of 
the pipeline, purification plant and storage facilities 
is approximately $13 million. By an order dated May 
28, 1980 (HCAR No. 21593) the Commission 
authorized Hydrocarbon to issue to Columbia 
$3,450,000 in debt and $650,000 in common stock 
related to the financing of the CO2 plant. Amounts 
related to the project for the 1981 year will be 
included in the Columbia System’s 1981 
intrasystem financing program. Second, it is 
planned that the portion of the CO2 which will not be 
purified will be liquefied and sold for use in 
enhancedoil recovery.Due to higher incentive prices 
fortertiary oil, a potential market for unpurified CO2 
for use in enhanced oil recovery is developing. The 
unpurified CO2 would be liquefied and trucked to 
the oil fields. Third, purified CO2 vapor may be sold 
to a nearby industrial plant. That sale also would be 
at the tailgate of the purification facility so that no 
additional cost would be incurred by Hydrocarbon. 


It is stated that the product-handling and marketing 
techniques for the CO2 by-product are essentially 
the same as those for the by-products presently 
processed by Hydrocarbon, the fractionation and 
purification of the CO2 is similar to that involved in 
preparing heavier hydrocarbons for sale. Also, CO2 
is marketed by tank truck and tank car just as 
heavier hydrocarbons are marketed. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $5,800. It is stated that, in the opinion 
of counsel for the applicants, no state or federal 
regulatory authority, other than this Commission, 
has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 22, 1981, 
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request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicants at the above-stated addresses, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with 
the request. At any time after said date, the 
application, as amended or as it may be further 
amended, may be granted effective as provided in 
Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices or orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21859/December 29, 1980 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
100 Interpace Parkway 
Parsippany, New Jersey 07054 


(70-6099) 


NOTICE OF PROPOSAL TO EXTEND TIME PERIOD 
DURING WHICH SHORT-TERM BORROWINGS MAY 
BE MADE 


NOTICE IS HEREBY GIVEN that General Public 
Utilities, Inc. (“GPU”), a registered holding 
company, has filed a post-effective amendment to 
an application previously filed with this Commission 
pursuant to the Public Utility Holding Company Act 
of 1935 (‘Act’), designating Section 6(b) of the Act 
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and Rule 50 promulgated thereunder as applicable 
to the proposed transaction. All interested persons 
are referred to the amended application, which is 
summarized below, for a complete statement of the 
proposed transaction. 


By order dated December 31, 1979 (HCAR No. 
21375), the Commission granted GPU authority to 
issue to renew, from time totime until December 31, 
1980, its unsecured promissory notes maturing not 
more than nine months after the date of issue, 
evidencing short-term bank borrowings, provided 
that the aggregate principal amount of such 
unsecured promissory notes outstanding at any one 
time, when added to GPU’s borrowings outstanding 
under the GPU System Revolving Credit Agreement, 
shall not exceed $150,000,000. 


By order dated June 19, 1979 (HCAR No. 21107) the 
Commission authorized GPU to issue, sell and renew 
from time to time through October 1, 1981, its 
promissory notes (having a maturity of not more 
than six months from the date of issue) pursuant to 
the GPU System Revolving Credit Agreement dated 
as of June 15, 1979, with a syndicate of commercial 
banks. The Commission’s order, among other 
things, authorizes GPU to incur indebtedness under 
the Agreement up to an amount which, when added 
to its other outstanding short-term borrowings would 
not in the aggregate exceed $150,000,000. 
Borrowings under the Agreement are secured by the 
guarantee of GPU, by the common stock of GPU’s 
Subsidiaries, and in the cases of Jersey Central 
Power & Light and Metropolitan Edison by certain 
other collateral. 


GPU now requests that the period during which it 
may issue, sell and renew its unsecured promissory 
notes be extended to October 1, 1981. In all other 
respects the transactions as heretofore authorized 
by the Commission would remain unchanged. GPU 
states that this extension of its existing authority is 
necessary so that it may have the flexibility to borrow 
under both unsecured credit lines and the GPU 
System Revolving Credit Agreement since from time 
to time it may be less costly and more expenditious 
to borrow pursuant to unsecured credit lines. 


A statement of the fees, commissions and expenses 
to be incurred in connection with the proposed 
transaction will be filed by amendment. It is stated 
that no state or federal regulatory authority, other 
than this Commission, has jurisdiction over the 
proposed transaction. 
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NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 22, 1981, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the 
request. At any time after said date the application, 
as amended or as it may be further amended, may 
be granted effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued inthis matter, inc!uding 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21860/December 29, 1980 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 
Morristown, New Jersey 07960 


(70-6098) 


NOTICE OF PROPOSAL TO EXTEND TIME PERIOD 
DURING WHICH SHORT-TERM BORROWINGS MAY 
BE MADE 


NOTICE IS HEREBY GIVEN that Jersey Central Power 
& Light company (“JCP&L”), an electric utility 
subsidiary of General Public Utilities Inc. (“GPU”), a 
registered holding company, has filed a post- 
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effective amendment to an application previously 
filed with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (“Act”), 
designating Section 6(b) of the Act and Rule 50 
promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the amended application, which is 
summarized below, for a complete statement of the 
proposed transaction. 


By order dated June 2, 1980 (HCAR No. 21604), the 
Commission granted JCP&L authority to issue or 
renew, from time to time until December 31, 1980, 
its unsecured promissory notes maturing not more 
than nine months after the date of issue, evidencing 
short-term bank borrowings, provided that the 
aggregate principal amount of such unsecured 
promissory notes outstanding under the GPU 
System Revolving Credit Agreement, shall not 
exceed the lesser of (a) $160,000,000 or (b) the 
amount permitted by JCP&L’s Charter. 


By orders dated June 19, 1979 (HCAR No. 21107) 
and August 18, 1980 (HCAR No. 21681) the 
Commission authorized JCP&L to issue, sell and 
renew from time to time through October 1, 1981, 
its promissory notes (having a maturity of not more 
than six months from date of issue) pursuant to the 
GPU System Revolving Credit Agreement dated as of 
June 15, 1979, as amended, with a syndicate of 
commercial banks. The Commission’s orders, 
among other things, authorize JCP&L to incur 
indebtedness under the Agreement up toan amount 
which, when added to its other outstanding short- 
term borrowings, would not in the aggregate exceed 
the lesser of (a) $160,000,000 or (b) the amount 
permitted by JCP&L’s Charter. Borrowings under the 
Agreement are secured by the guarantee of GPU, by 
the common stock of GPU’s subsidiaries, and in the 
cases of Jersey Central Power & Light and 
Metropolitan Edison by certain other collateral. 


JCP&L now requests that the period during which it 
may issue, sell and renew its unsecured promissory 
notes be extended to October 1, 1981. In all other 
respects the transactions as heretofore authorized 
by the Commission would remain unchanged. 
JCP&L states that this extension of its existing 
authority is necessary so that it may continue to have 
the flexibility to borrow under both unsecured credit 
lines and the GPU System Revolving Credit 
Agreement since from time to time it may be less 
costly and more expeditious to borrow pursuant to 
unsecured credit lines. 
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A statement of the fees, commissions and expenses 
to be incurred in connection with the proposed 
transaction will be filed by amendment. It is stated 
that no state or federal regulatory authority, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 22, 1981, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the 
request. At any time after said date the application, 
as amended or as it may be further amended, may 
be granted effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21861/December 29, 1980 


In the Matter of 

PENNSYLVANIA ELECTRIC COMPANY 
1001 Broad Street 

Johnstown, Pennsylvania 15907 


(70-5987) 


NOTICE OF PROPOSAL TO EXTEND TIME PERIOD 
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DURING WHICH SHORT-TERM BORROWINGS MAY 
BE MADE 


NOTICE IS HEREBY GIVEN that Pennsylvania 
Electric Company (‘“Penelec”), an electric utility 
subsidiary of General Public Utilities Inc. (“GPU”), a 
registered holding company, has filed a _ post- 
effective amendment to an application previously 
filed with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (‘Act’), 
designating Section 6(b) of the Act and Rule 50 
promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the amended application, which is 
summarized below, for a complete statement of the 
proposed transaction. 


By order dated May 4, 1979 (HCAR No. 21032), the 
Commission granted Penelec authority to issue or 
renew, from time to time until December 31, 1979, 
its unsecured promissory notes maturing not more 
than nine months after the date of issue, evidencing 
short-term bank borrowings, provided that the 
aggregate principal amount of such unsecured 
promissory notes outstanding at any one time, shall 
not exceed the lesser of (a) $116,000,000 or (b) the 
amount permitted by Penelec’s Articles of 
Incorporation. 


By orders dated June 19, 1979 (HCAR No. 21107) 
the Commission authorized Penelec to issue, sell 
and renew from time to time through October 1, 
1981, its promissory notes (having a maturity of not 
more than six months from the date of issue) 
pursuant to the GPU System Revolving Credit 
Agreement dated as of June 15, 1979, with a 
syndicate of commercial banks. The Commission’s 
order, among other things, authorizes Penelec to 
incur indebtedness under the Agreement up to an 
amount which, when added to its borrowings 
outstanding hereunder, would not in the aggregate 
exceed the lesser of (a) $116,000,000 or (b) the 
amount permitted by Penelec’s Articles of 
Incorporation. Borrowings under the Agreement are 
secured by the guarantee of GPU, by common stock 
of GPU’s subsidiaries, and in the cases of Jersey 
Central Power & Light and Metropolitan Edison by 
certain other collateral. 


Penelec now requests that the period during it may 
issue, selland renewits unsecured promissory notes 
be extended from the effective date of the 
Commission’s supplemental order requested by this 
post-effective amendment to October 1, 1981. Inall 


1180/SEC DOCKET 


other respects the transactions as _ heretofore 
authorized by the Commission would remain 
unchanged. Penelec states that this extension of its 
existing authority is necessary so that it may have the 
flexibility to borrow under both unsecured credit 
lines and the GPU System Revolving Credit 
Agreement since from time to time it may be less 
costly and more expenditious to borrow pursuant to 
unsecured credit lines. 


A statement of the fees,commissions and expenses 
to be incurred in connection with the proposed 
transaction will be filed by amendment. It is stated 
that no state or federal regulatory authority, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 22, 1981, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date the 
application, aS amended or as it may be further 
amended, may be granted effective as provided in 
Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices or orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21862/December 30, 1980 


In the Matter of 


NEW ENGLAND ENERGY INCORPORATED 
Westborough, Massachusetts 


(70-6513) 


ORDER AUTHORIZING FUEL SUBSIDIARY TO 
ENTER INTO A SECOND OIL AND GAS 
EXPLORATION AND DEVELOPMENT PARTNERSHIP 
AND 1980 AND 1981 INVESTMENTS THEREIN 


New England Energy Incorporated (“NEEI”), a fuel 
subsidiary of New England Electric System 
(“NEES”), a registered holding company, has filed 
with this Commission an application-declaration 
and amendments thereto pursuant to Sections 6(a), 
7, 9(a), 10, 12 and 13 of the Public Utility Holding 
Company Act of 1935 (‘‘Act”) and Rules 43, 90 and 
91 promulgated thereunder concerning the 
following proposed transactions. 


NEEI seeks authorization (1) to enter into a 
partnership agreement (‘Agreement’) with 


Dorchester Exploration Incorporated (“Dorchester’), 
a_ wholly-owned subsidiary of Dorchester Gas 
Corporation (“DGC”), for the purpose of engaging in 


oil and gas exploration, development and 
production; (2) to invest inthe proposed partnership 
up to $15,000,000 in the period from the date of the 
Commission’s authorization through December 31, 
1980; and (3) to invest therein up to $35,000,000 for 
the calendar year 1981. DGC is a diversified energy 
corporation whose principal operations include 
petroleum exploration and production and the 
refining, processing and marketing of petroleum 
products. It operates a 26,500 barrel per day crude 
oil refinery. Through its subsidiary, Dorchester, DGC 
is involved in the exploration, production and sale of 
crude oil and natural gas. Dorchester has been 
actively engaged in oil and gas exploration, 
development and production since 1972. 


The basic features of the proposed Agreement with 
Dorchester include the following: (1) Dorchester’s 
acting as managing partner; (2) a limitation on the 
geographical scope of the partnership’s activities to 
the continental United States (including Alaska), 
both onshore and offshore; (3) each partner’s having 
a fifty percent interest in the partnership, with NEE] 
paying a larger share of the costs of exploration (to 
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compensate Dorchester for management and 
expertise in running the partnership as well as for 
Dorchester’s accumulated geological and 
geophysical work in evaluating prospects); (4) each 
partner’s sharing equally the costs of development 
and production of successful prospects; (5) each 
partner's being entitled to take in kind or sell one- 
half of the partnership production of oil and gas (with 
NEEI also having a first call to purchase Dorchester’s 
share of production from any prospect); and (6) the 
partnership’s being terminable by either partner on 
sixty day’s prior written notice. The partnership will 
have a term from a retroactive effective date of July 
1, 1980, to December 31, 1984. The agreement calls 
for annual contributions by NEEI for exploration 
programs (which contributions do not include any 
amounts for development and production) of up to 
the following amounts: 1980, $15,000,000; 1981, 
$25,000,000; 1982, $30,000,000; 1983, 
$30,000,000; and 1984, $30,000,000. NEEI’s 
requested authorization for 1981 of $35,000,000 
includes $25,000,000 for exploration and 
$10,000,000 for development. 


All aspects of the proposed transactions involving 
the Dorchester partnership, including but not 
limited to the disposition of NEEI production 
resulting from the partnership, the sale and delivery 
to New England Power Company (“NEP,” a 
generating affiliate of NEEI) of fuel oil obtained 
through such disposition, and the determination of 
costs, including costs of capital, will be carried out 
under the terms set forth in the Commission’s order 
of July 19, 1978 (HCAR No. 20632). That order 
concerned, among other things, sales of fuel by NEEI 
to NEP from NEEI’s oil and gas exploration and 
development partnership with Samedan Oil 
Corporation (“Samedan”). Therein were set forth 
three options concerning the disposition of NEEI’s 
production, which options will also be applicable to 
NEEI’s production from the Dorchester partnership, 
as follows: 


(1) Arrange to refine the NEE! production through 
nonaffiliated refineries, sell to NEP any resulting fuel 
meeting NEP’s requirements, and sell the by- 
products to nonaffiliates, unless useable by NEP; 


(2) Exchange the NEEI production with nonaffiliates 
for fuel meeting the requirements of NEP; and 


(3) Sell the NEEI production to nonaffiliates and use 


the proceeds to purchase fuel meeting the 
requirements of NEP. 
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NEEI will sell fuel to NEP at prices determined in 
accordance with Rule 91. Under the options given 
above, such prices will be determined as follows: 


(a) In the case of (1) above, the price of fuel sold to 
NEP will be NEEI’s cost, as defined below, for NEEI 
production plus costs of subsequent production, 
refining, transportation, and any other costs related 
to such fuel less the net proceeds from the sale of by- 
products; 


(b) In the case of (2) above, the price of fuel sold to 
NEP will be NEEI’s cost, as defined below, for the 
quantity of NEEI production exchanged for fuel 
meeting the requirements of NEP, plus any 


transportation and other costs related to such fuel; 


(c) In the case of (3) above, NEEI will sell to NEP, as 
soon as practicable, substitute fuel in the form of 
equivalent barrels of residual fuel oil. It need not 
make a special purchase for this purpose, but may 
allocate part of a purchase or of a delivery from its 
inventory as such substitute. The price of the 
substitute fuel will be the cost of such fuel to NEEI, 
including transportation and all other costs 
associated with the transaction, but the difference 
between (i) the proceeds from the sale to 
nonaffiliates of the NEEI production involved in the 
transaction and (ii) the costs, as defined below, 
relating to such NEEI production, will be applied as 
an adjustment to that price when determined. 


The unit cost of NEEI production, in terms of 
equivalent barrels, will be the sum of a unit charge 
from a full cost pool, consisting of all exploration, 
development, general, administrative, capital and 
other costs not associated with production, and a 
unit charge based on quarterly production costs. 
Total production costs during each quarter shall be 
divided by the equivalent barrels produced, to 
determine retroactively the unit production cost. 
The costs in the full cost pool, including capital costs 
as defined in the order of July 19, 1978, incurred by 
NEE! in the Dorchester partnership during the 
period from its inception to a date to be selected ata 
later time will be divided by the total estimated 
equivalent barrels of reserves on that date, plus the 
equivalent barrels produced prior to that date, to 
determine the cost per equivalent barrel, which unit 
cost shall be applied to each equivalent barrel 
produced prior to such date. The unit cost shall be 
recomputed quarterly based on current reserve 
estimates plus the equivalent barrels produced 
during the quarter and the balances of the full cost 


1182/SEC DOCKET 


pool. The resulting unit costs shall be applied to the 
production during that quarter. 


Concerning the financing of NEEI’s proposed 
investments of $15,000,000 in 1980 and 
$35,000,000 in 1981 in the Dorchester partnership, 
it is stated that NEEI intends to use the following 
sources previously authorized by the Commission: 
(1) additional funds from NEEI’s loan agreement 
with commercial banks, borrowings thereunder being 
$59,000,000 at October 31, 1980, and 1980 
borrowings being authorized at $80,000,000, with a 
filing pending to increase 1981 borrowings to 
$105,000,000 (HCAR No. 21761, October 28, 
1980); (2) additional investments by NEES in NEEI, 
$45,000,000 being the total presently authorized 
amount (HCAR Nos. 19580 and 21158, June 18, 
1976, and July 25, 1979) of which $25,875,000 was 
invested at October 31, 1980; (3) additional funds 
from the receipt of the cash equivalent of reduction 
in consolidated tax liabilities as a result of 
inclusion of NEEI’s losses in the consolidated tax 
returns of the NEES system (HCAR No. 21567, May 
12, 1980), it being estimated that NEEI will receive 
approximately $14,006,000 in 1980 and 
$24,000,000 in 1981 from other NEES system 
companies; and (4) funds from the sale of NEEI 
production under the terms of the order of July 19, 
1978 (HCAR No. 20632), NEE! presently expecting 
to recover approximately $12,000,000 of its 
investment in this manner in 1980 and 
approximately $16,000,000 in 1981. It is further 
stated that NEEI intends to enter into a long-term 
financing arrangement in connection with its oil and 
gas exploration and development activities in 1981; 
such financing arrangement will be the subject of a 
future filing with this Commission. 


The proposed partnership with Dorchester is in 
addition to NEEI’s existing partnership with 
Samedan, mentioned above, various details of which 
existing partnership were authorized in a series of 
prior orders in File No. 70-5543 dated October 30, 
1974, June 18, 1976, July 18, 1978, December 29, 
1979, May 12, 1980, and August 7, 1980 (HCAR 
Nos. 18635, 19580, 20632, 21365, 21567, and 
21673). NEE! presently has pending a request that it 
be authorized to invest in its partnership with 
Samedan up to $75,000,000 in 1981. Itis stated that 
NEEI had invested approximately $112,000,000 in 
the partnership with Samedan through July 1, 1980, 
and that NEEI’s share of the total proved and 
probable reserves discovered through such date, 
including 1.2 million equivalent barrels of 
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production, was 12.4 million equivalent barrels. 
Costs associated with these reserves, calculated in 
the manner approved in the order of July 19, 1978 
(HCAR No. 20632), including capital costs and costs 
associated with production, were approximately 
$137,900,000, or a current average cost per 
equivalent barrel of $11.12. The average price 
realized in 1980 (through June 30) was 
approximately $13.84 per equivalent barrel. It is 
estimated that NEEI system of approximately 
$2,800,000 in 1980, bringing to approximately 
$4,250,000 the total savings achieved from 
inception through December 31, 1980, as a result of 
the program. 


Both the Samedan partnership and the proposed 
partnership with Dorchester are part of a 15-year 
plan for the NEES system, under which plan NEEI 
has an objective of achieving production of 5.5 
million equivalent barrels by 1996, thus 
substantially reducing the dependence of the NEES 
system on foreign oil. The fuel oil needs of the 
system in 1996 are presently estimated at between 
10,000,000 barrels (maximum) and 5,000,000 
barrels (minimum). 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$39,500, including $19,500 of legal fees and 
$20,000 of services to be performed at cost by New 
England Power Service Company, the service 
company subsidiary of NEES. 


Due notice of the filing of said application- 


declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21817), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act, and to the further reporting requirements 
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set forth below. 


IT IS FURTHER ORDERED that NEEI shall file reports 
within 45 days of the end of each calendar quarter 
providing as to the activities during such quarter; (a) 
the investment in the partnership by prospect, to 
include estimated total cost, incurred cost and cost 
to be incurred; (b) estimated reserves at the end of 
the quarter, identifying the source and nature of 
changes from the previous quarter, and for each 
third calendar quarter ending September 30, 
including proved and probable fuel reserves by 
prospect number broken down between oil and 
natural gas; (c) total production and revenue by 
prospect, for oil and condensate in barrels and for 
natural gas in MCF’s; (d) a description of exploration 
and development operations undertaken during the 
quarter, including expenditures and investments 
made by NEEI, together with a comparison of such 
expenditures and investments authorized by the 
Commission; (e) the amount of fuel produced, 
pricing option exercised, disposition and price, such 
information to include computation of average price 
per barrel in determining fuel production sales 
revenue; (f) the computation and application of any 
charges or credits to NEP arising from sales to 
nonaffiliates of fuel produced; (g) the increase or 
decrease in investment in NEEI by associate 
companies, the computation of the rate of return, 
and a comparison of such investments to the budget 
authorized by the Commission; (h) divisional 
balance sheets and income statements in which 
account segregation is applied to each exploration 
and development program or joint venture operation 
of NEEI, including computation of the divisional cost 
of capital for the quarter; (i) the physical quantities 
and prices of fuel procured by NEEI for the account 
of such associated company, of fuel purchased by 
NEEI for inventory and of fuel delivered by NEEI from 
inventory to each associate company during the 
quarter, and a statement of the charges made by 
NEEI for these services; and (j) a copy of the Form 
423 reports submitted to the Federal Energy 
Regulatory Commission. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21863/December 31, 1980 


STATEMENTS OF BENEFICIAL OWNERSHIP OF 
SECURITIES OF REGISTERED HOLDING COMPAN- 
IES AND THEIR SUBSIDIARIES 


ACTION: Final Rule. 


SUMMARY: The Securities and Exchange 
Commission (“Commission”) is amending Rule 
72(b) to clarify that rules adopted under sections 
16(a) and (b) of the Securities Exchange Act of 1934 
(“1934 Act”), including exemptive rules, shall apply 
equally to any reporting requirements or liability 
imposed by sections 17(a) and (b) of the Public 
Utility Holding Company Act of 1935 (“1935 Act”) 
with respect to a transaction involving any security of 
a registered holding company or subsidiary thereof. 
The amendment resolves a conflict in the coverage 
of sections 16 and 17 that has resulted in questions 
about the applicability of the Commission’s rules 
under sections 16(a) and (b) to transactions 
involving the securities of registered holding 
companies and their subsidiaries. 


EFFECTIVE DATE: Upon publication in the Federal 
Register. 


FOR FURTHER INFORMATION CONTACT: Grant G. 
Guthrie, Associate Director, Division of Corporate 
Regulation (202)523-5156, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. 


SUPPLEMENTARY INFORMATION: The 
Commission today announces the adoption of an 
amendment to Rule 72(b) under the 1935 Act which 
will eliminate an unnecessary distinction between 
the application of existing rules, including 
exemptions, under sections 16(a) and (b) of the 
1934 Act regarding the filing of statements of 
beneficial ownership and the liability for short-swing 
profits by certain corporate insiders to the parallel 
reporting and liability provisions of sections 17(a) 
and (b) of the 1935 Act. As amended, Rule 72(b) 
provides that all rules adopted under sections 16(a) 
and (b) of the 1934 Act shall apply equally to 
transactions involving any security of a registered 
holding company or any subsidiary thereof, to the 
extent that any such rule would be pertinent. 


The amendment resolves a_ statutory conflict 
between section 16 of the 1934 Act and section 17 of 
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the 1935 Act that left in doubt the legality of certain 
transactions involving securities, other than the 
equity securities, of registered holding companies 
and their subsidiaries. Section 16(a) and (b) of the 
1934 Act, and the rules thereunder, apply only to 
transactions in equity securities registered under 
section 12 of the 1934 Act, while sections 17(a) and 
(b) apply to transactions involving all of the 
securities of registered holding companies and their 
subsidiaries. Paragraph (b) of Rule 72, adopted 
March 9, 1961 (HCAR No. 14383), eliminated the 
duplication in the reporting requirements of section 
16(a) of the 1934 Act and section 17(a) of the 1935 
Act by applying the rules under section 16(a) to the 
statements of beneficial ownership required by 
section 17(a) and Rule 72(a) thereunder, but did not 
expressly apply the Commission’s rules exempting 
certain transactions from liability for short-swing 
profits under section 16(b) totransactions which are 
subject to potential liability under section 17(b). 


The Commission has concluded that insider trading 
in the securities of registered holding companies 
and their subsidiaries involves no greater 
opportunity for abuse than insider trading in the 
securities of other issuers, and that it would be inthe 
place interest to eliminate the unnecessary 
distinction which now exists in the Commission’s 
rules under sections 16 and 17. 


The proposed amendment to Rule 72(b) was 
published for comment in HCAR No. 21662 (July 
22, 1980) (45 FR 49957). The Commission received 
six letters in response to its invitation for comments, 
all recommending adoption of the amendment as 
published. No changes in the text of the amendment 
are considered necessary. 


STATUTORY BASIS AND TEXT OF THE 
AMENDMENT 


The Securities and Exchange Commission hereby 
amends Title 17, Chapter I! of the Code of Federal 
Regulations, pursuant to its authority under the 
Public Utility Holding Company Act of 1935 [15 
U.S.C. §79a et seq., and particularly sections 17(a) 
and (b) and 20(a) thereof [15 U.S.C. §§79q(a) and 
(b) and 79t(a)]], by amending paragraph (b) of 
§250.72 to read as set forth below. This action is 
effective immediately pursuant to the 
Administrative Procedure Act [5 U.S.C. §553(d)(1)]. 


PART 250—GENERAL RULES AND REGULATIONS, 
PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
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§250.72 Filing of statements pursuant to section 
17(a). 


(b) The rules under sections 16(a) and (b) of the 
Securities Exchange Act of 1934, including any rules 
which exempt a transaction from the duties or 
liabilities of section 16(a) or (b), shall apply to any 
duty or liability imposed with respect toa transaction 
involving any security of a registered holding 
company or subsidiary thereof under section 17(a) 
or (b) of the Act. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21864/December 31, 1980 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
NEW ENGLAND ENERGY INCORPORATED 
Westborough, Massachusetts 


(70-5543) 


ORDER AUTHORIZING 1981 INVESTMENTS BY 
FUEL SUBSIDIARY IN EXISTING OIL AND GAS 
EXPLORATION AND DEVELOPMENT PARTNERSHIP 


New England Electric System (“NEES”), a registered 
holding company, and New England Energy 
Incorporated (“NEEI”), a fuel subsidiary of NEES, 
have filed with this Commission post-effective 
amendments to their application-declaration 
previously filed and amended pursuant to Sections 
6(a), 7, 9(a), 10 and 12 of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rules 43 and 45(a) 
promulgated thereunder concerning the following 
proposed transaction. 


By order dated October 30, 1974 (HCAR No. 18635), 
NEES was authorized to organize NEEI, acquire its 
capital stock and make investments (including 
subordinated notes) in NEEI of up to $20,250,000 
through July 31, 1976, and NEEI was authorized to 
enter into a partnership agreement (“Agreement”) 
with Samedan Oil Corporation (“Samedan”), a 
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wholly owned subsidiary of Noble Affiliates, Inc., to 
explore for oil and gas in the continental United 
States (both onshore and offshore). Said order 
included the granting of applicants-declarants’ 
request for an exception from the consolidated tax 
allocation provisions of Rule 45(b)(6) pursuant to 
Rule 45(a), on terms and conditions therein set forth 
for the tax years 1974, 1975 and 1976, permitting 
NEE! to be credited with and receive the cash 
equivalent of reductions in consolidated tax 
liabilities arising from the inclusion of its tax losses 
in the consolidated tax returns of the NEES System; 
such exception has been extended for the tax years 
1977 through and including 1981 by subsequent 
orders (HCAR Nos. 19580 and 21567, dated June 
18, 1976, and May 12, 1980, respectively). By order 
dated June 18, 1976 (HCAR No. 19580), NEES was 
authorized to increase its investment in NEEI to 
$45,000,000 through December 31, 1979 (which 
date was subsequently extended to December 31, 
1988), with NEEI to use such investments to finance 
its procurement and inventory activities and to 
finance fuel exploration and development activities 
with Samedan and/or other parties. By order dated 
July 19, 1978 (HCAR No. 20632), NEE! was 
authorized to make sales of fuel oi! to New England 
Power Company (“NEP”), an affiliate, pursuant to a 
fuel purchase contract on terms and conditions 
therein set forth, which included, among other 
things, a provision that the price of fuel oil sold by 
NEEI to NEP would be adjusted by the difference 
between the proceeds from the sale of NEEI 
production to nonaffiliates and the costs related to 
such production. 


By order dated July 25, 1979 (HCAR No. 21558), 
NEEI was authorized to enter into a loan agreement 
with commercial banks for an $80,000,000 
revolving credit loan, upon the termination of which 
will become a term loan, $60,000,000 of which 
amount was to be available in 1980. By order dated 
October 28, 1980 (HCAR No. 21761), NEEI was 
authorized (1) to enter into an amendment to said 
loan agreement, which amendment increased the 
banks’ loan commitments to $80,000,000 in 1980 
and $105,000,000 in 1981, and (2) to make 
borrowings under the amended loan agreement of 
$80,000,000, jurisdiction being reserved with 
respect to any borrowings beyond $80,000,000. By 
order dated December 29, 1979 (HCAR No. 21365), 
NEEI was authorized (1) to enter an amendment to 
the Agreement with Samedan, which amendment 
extended the term of the Agreement through 
December 31, 1984, and (2) to invest in the 
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partnership a maximum amount of $30,000,000 for 
exploration, development or any other purpose from 
January 1, 1980, through December 31, 1980, 
which amount for said period was increased to 
$60,000,000 by order dated August 7, 1980 (HCAR 
No. 21673). 


In the instant post-effective amendment applicants- 
declarants request that NEEI be authorized to make 
investments in the partnership with Samedan for the 
year ending December 31, 1981, of up to 
$75,000,000 for exploration and development. Such 
amount of proposed additional investment is 
separate from that being sought by NEEI in a 
different filing now pending before this Commission 
(File No. 70-6513), in which filing NEE! has 
requested authorization to enter into an oil and gas 
partnership with Dorchester Exploration 
Incorporated (‘Dorchester’) and to invest 
$15,000,000 therein in 1980, and the partnership 
agreement concerning which calls for additional 
expenditures by NEEI for exploration purposes in 
1981 of up to $25,000,000. Both Samedan 
partnership program and the proposed venture with 
Dorchester are part of a 15-year plan for the NEES 
system under which NEEI has an objective of 
achieving production of 5.5 million equivalent 
barrels by 1996. 


The basic features of the Agreement with Samedan 
include the following: (1) Samedan’s acting as 
managing partner; (2) a limitation on the 
geographical scope of the partnership’s activities to 
the continental United States (including Alaska), 
both onshore and offshore; (3) each partner's having 
a fifty percent interest in the partnership, with NEEI 
paying a larger share of the costs of exploration (to 
compensate Samedan for management and 
expertise in running the partnership as managing 
partner as well as for Samedan’s accumulated 
geological and geophysical work in evaluating 
prospects); (4) each partner's sharing equally the 
costs of development and production of successful 
prospects; (5) each partner's being entitled to take in 
kind or sell one-half of the partnership production of 
oil and gas (with NEE] also having a first call to 
purchase Samedan’s share of oil produced from any 
prospect); and (6) the partnership’s being 
terminable by either partner at the end of any 
Calendar year on sixty day’s prior notice. 


It is stated that NEEI had invested approximately 
$112,000,000 in the partnership with Samedan 
through July 1, 1980, and that NEEI’s share of the 
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total proved and probable reserves discovered 
through such date, including 1.2 million equivalent 
barrels of production, was 12.4 million equivalent 
barrels. Costs associated with these reserves, 
calculated in the manner approved in the order of 
July 19, 1978 (HCAR No. 20632), including capital 
costs and costs associated with production, were 
approximately $137,900,000, or a current average 
cost per equivalent barrel of $11.12. The average 
price realized in 1980 (through June 30) was 
approximately $13.84 per equivalent barrel. It is 
estimated that NEEI production and sales will result 
in savings in fuel costs for the NEES system of 
approximately $2,800,000 in 1980, bringing to 
approximately $4,250,000 the total savings 
achieved from inception through December 31, 
1980, as a result of the program. 


Concerning the proposed 1981 investment by NEEI 
in the Samedan partnership, it is stated that NEEI 
estimates its share of the partnership expenses for 
exploration alone will be $45,000,000, and its share 
of development expenses will be $30,000,000. 
Hence NEEI requests authorization to invest up to 
$75,000,000 in the Samedan partnership for the 
year ending December 31, 1981. The financing for 
such proposed investment will consist of (1) 
additional funds from NEEI’s loan agreement with 
commercial banks, borrowings thereunder being 
$54,000,000 at September 30, 1980, and 1981 
borrowings, subject to Commission approval, being 
$105,000,000; (2) additional investments by NEES 
in NEEI, $45,000,000 being the total presently 
authorized amount, of which $23,975,000 was 
invested at September 30, 1980; (3) additional 
funds from the receipt of the cash equivalent of 
reduction in consolidated tax liabilities as a result of 
the inclusion of NEEI’s losses in the consolidated tax 
returns of the NEES system, it being estimated that 
NEEI will receive approximateiy $24,000,000 from 
other NEES system companies in 1981; and (4) 
funds from the sale of NEE! production under the 
terms of the order of July 19, 1978 (HCAR No. 
20632), NEE! presently expecting to recover 
approximately $15,000,000 of its investment in this 
manner in 1981. 


There are no fees or expenses to be incurred in 
connection with the proposed transaction. No state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said post-effective 
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amendments to the application-declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21804), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended by said post- 
effective amendments, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended by said post- 
effective amendments, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act, and to the further 
reporting requirements set forth below. 


IT IS FURTHER ORDERED that NEEI shall file reports 
within 45 days of the end of each calendar quarter 
providing as to the activities during such quarter: (a) 
the investment in the partnership by prospect, to 
include estimated total cost, incurred cost and cost 
to be incurred; (b) estimated reserves at the end of 
the quarter, identifying the source and nature of 
changes from the previous quarter, and for each 
third calendar quarter ending September 30, 
including proved and probable fuel reserves by 
prospect number broken down between oil and 
natural gas; (c) total production and revenue by 
prospect, for oil and condensate in barrels and for 
natural gas in MCF’s; (d) a description of exploration 
and development operations undertaken during the 
quarter, including expenditures and investments 
made by NEEI, together with a comparison of such 
expenditures and investments authorized by the 
Commission; (e) the amount of fuel produced, 
pricing option exercised, disposition and price, such 
information to include computation of average price 
per barrel in determining fuel production sales 
revenue; (f) the computation and application of any 
charges or credits to NEP arising from sales to 
nonaffiliates of fuel produced; (g) the increase or 
decrease in investment in NEEI by associate 
companies, the computation of the rate of return, 
and a comparison of such investments to the budget 
authorized by the Commission; (h) divisional 
balance sheets and income statements in which 
account segregation is applied to each exploration 
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and development program or joint venture operation 
of NEEI, including computation of the divisional cost 
of capital for the quarter; (i) the physical quantities 
and prices of fuel procured by NEEI for the account 
of such associate company, of fuel purchased by 
NEEI for inventory and of fuel delivered by NEEI from 
inventory to each associate company during the 
quarter, and a statement of the charges made by 
NEEI for these services; and (j) a copy of the Form 
423 reports submitted to the Federal Energy 


‘Regulatory Commission. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21865/December 31, 1980 


In the Matter of 


MONONGAHELA POWER COMPANY 
Fairmont, West Virginia 


THE POTOMAC EDISON COMPANY 
Hagerstown, Maryland 


WEST PENN POWER COMPANY 
Greensburg, Pennsylvania 


(70-6516) 


ORDER AUTHORIZING PROPOSED ISSUANCE AND 
SALE OF SHORT-TERM NOTES TO BANKS AND 
COMMERCIAL PAPER TO DEALER; EXCEPTION 
FROM COMPETITIVE BIDDING 


Monongahela Power Company (“Monongahela”), 
The Potomac Edison Company (“Potomac”), and 
West Penn Power Company (“West Penn”), each a 
wholly-owned electric utility subsidiary of Allegheny 
Power System, Inc. (“Allegheny”), a registered 
holding company, have filed an application and an 
amendment thereto with this Commission pursuant 
to Section 6(b) of the Public Utility Holding Company 
Act of 1935 (“Act”) and Rules 50(a)(2) and 50(a)(5) 
promulgated thereunder regarding the proposed 
transactions. 
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Monongahela, Potomac, and West Penn propose to 
issue, reissue, sell and renew short-term notes to 
banks and commercial paper to provide short-term 
funds for the period from January 1, 1981 through 
June 30, 1982. The notes and commercial paper will 
be issued, reissued, sold and renewed from time to 
time as funds may be required prior to June 30, 
1982, provided that no such notes or commercial 
paper will mature after December 31, 1982. 
Applicants request that, from the date of the 
granting of the application filed in this matter to June 
30, 1982, the exemption from the provisions of 
Section 6(a) of the Act afforded to each by the first 
sentence of Section 6(b) thereof be increased to the 
extent necessary to permit the issuance and sale of 
notes to banks and commercial paper to dealers in 
commercial paper in an aggregate amount not to 
exceed $58,000,000 in the case of Monongahela, 
$57,000,000 in the case of Potomac, and 
$94,000,000 in the case of West Penn. These 
amounts include any notes which may remain 
outstanding under the Commission’s order dated 
June 20, 1979 (HCAR No. 21110) and represent the 
maximum amount of notes for which authorization is 
presently sought. Changes may be made in the 
maximum amount of authorized outstanding notes 
after the filing of a post-effective amendment setting 
forth such changes and upon further order of this 
Commission. 


As of August 31, 1980, Monongahela and Potomac 
had short-term debt outstanding of $7,500,000 and 
$9,500,000, respectively. West Penn had no short- 
term debt outstanding. It is stated that as of 
December 31, 1980, Monongahela, Potomac and 
West Penn will have approximately $21,500,000; 
$7,000,000; and $7,000,000 of short-term debt 
outstanding, respectively, pursuant to the 
Commission’s order dated June 20, 1979 (HCAR No. 
21110), assuming the sale of $60 million of Pollution 
Control Notes by West Penn and of $25 million 
aggregate par value of Preferred Stock by Potomac 
prior to December 31, 1980. No additional 
commercial paper or notes to banks can be issued 
pursuant to that order after December 31, 1980. 


Each note payable to a bank will be dated as of the 
date of that borrowing, will mature not more than two 
hundred-seventy (270) days after tne date of 
issuance or renewal thereof, will bear interest at the 
prime or comparable interest rate, in effect at the 
time of issuance, at the bank from which the 
borrowing is made or the rate in effect at that bank 
from time to time, and will be prepayable at any time 
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without premium or penalty. The words 
“comparable interest rate of the bank from which the 
borrowing is made” shall include fixed or floating 
rates computed on the basis of differentials over or 
under national published rates of interest such as the 
rate for “federal funds” which result in an overall 
interest rate less than the prime rate in effect at such 
banks. The bank loans will be obtained from seven 
domestic banks (“The Banks”) pursuant to 
established lines of credit. The aggregate maximum 
principal amount of borrowings for all companies 
outstanding at any one time shall be $240,000,000. 
It is proposed that the maximum amount of such 
borrowings outstanding at any one time for 
Monongahela, Potomac and West Penn would not, 
when taken together with any commercial paper 
outstanding, be in excess of $58,000,000, 
$57,000,000, and $94,000,000 respectively. These 
amounts include any notes or commercial paper 
which may be outstanding pursuant to the 
Commission’s order of June 20, 1979 (HCAR No. 
21110). Balances are maintained by one or more of 
such companies at all of these banks to meet regular 
operating requirements as well as, when necessary, 
in connection with these lines of credit. It is stated 
that compensating cash balance requirements are 
generally either on the basis of a percentage of the 
line of credit extended by such bank not to exceed 
10%, or a higher percentage of notes outstanding not 
to exceed 20%, whichever is greater, or a percentage 
of the line of credit not to exceed 10% plus a 
percentage not to exceed 10% of notes outstanding 
in each case on an average annual basis. If such 
balances were maintained solely to fulfill 
compensating balance requirements for 
borrowings, the effective interest cost of issuing and 
selling the notes would be no more than 26.25% 
based ona prime commercial credit rate of 21.00%. 


Applicants will file with the Commission by 
amendment (i) the names of any additional banks to 
which it proposes to issue and sell notes and (ii) in 
the event notes are to be issued and sold to any bank 
in amounts in excess of the amount indicated for 
such bank in the filing, such excess amount, and in 
either case, appropriate information as to 
compensating balances in connection therewith. No 
notes will be issued to such unidentified banks or in 
such excess amounts prior to the issuance by the 
Commission of a supplemental order in connection 
therewith. 


Certain of the banks have offered to substitute fees 
for, or to be used in conjunction with lower 
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compensating balances than those set forth above. 
The fee arrangements vary. In some cases fees 
equal to a specific percentage of the prime 
commercial rate (not to exceed 8% of the prime 
commercial rate on the line and 108% cf prime on 
the borrowing) are involved, while in another 
instance the arrangement provides that balances be 
maintained equal to 5% of the line of credit with an 
additional fee of 242% of prime plus 5% balances on 
the borrowing. The fee arrangements would not be 
utilized unless the effective cost thereof is less than 
the compensating balance arrangement in effect at 
the bank at that time. The proposed fee 
arrangements produce an effective interest cost of 
issuing and selling the notes of a maximum of 
25.12% based on a prime commercial rate of 
21.00% rather than the maximum effective interest 
cost of 26.25% resulting from meeting the 
compensating cash balance requirements set forth 
above. 


The commercial paper will be in the form of 
promissory notes in denominations of not less than 
$50,000 nor more than $5,000,000; will be of 
varying maturities, with no maturity more than 270 
days after the date of issue; and will not be 
prepayable prior to maturity. Each of the companies 


has designated A.G. Becker & Co. as its commercial 
paper dealer. The commercial paper notes will be 
sold by each of the companies directly to the dealer 
at a discount not in excess of the discount rate per 
annum prevailing at the time of issuance for 
commercial paper of comparable quality and of the 
particular maturity sold by issuers to dealers in 
commercial paper. The dealer may reoffer the 
commercial paper at a discount rate of 1/8 of 1% per 
annum less than the discount rate to Monongahela, 
Potomac or West Penn. Commercial paper notes 
may be issued if (1) the interest cost thereof is equal 
to or less than the effective interest cost at which 
such company could borrow the same amount from 
the Banks at that time or (2) such company cannot at 
that time borrow the same amount for the same 
period of time from the Banks. The dealer will reoffer 
the commercial paper notes to not more than 200 of 
its commercial and industrial customers, identified 
and designated in a list for each company prepared 
in advance. Such customers include commercial 
banks, insurance companies, corporate pension 
funds, investment trusts, foundations, colleges and 
universities, financial companies and non-financial 
corporations which invest funds in commercial 
paper. It is expected that the commercial paper 
notes will be held by the dealer's customers to 
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maturity, but if the customers wish to resell prior to 
maturity, the dealer, pursuant toa verbal repurchase 
agreement, will repurchase the notes and reoffer 
them to others on said list. 


Exception from the competitive bidding 
requirements of Rule 50 pursuant to paragraph 
(a)(5) thereof, is requested for the proposed 
issuance and sale of commercial paper since it is not 
practicable to invite competitive bids for 
commercial paper and current rates for commercial 
paper for prime borrowers such as applicants are 
published daily in financial publications Applicants 
also request authority to file certificates under Rule 
24 with respect to the issuance and sale of 
commercial paper on a quarterly basis. 


It is stated that the proceeds from the issuance and 
sale of the proposed short-term borrowings will be 
used by each company to operate its business as an 
electric public utility, including the financing of its 
construction program and acquisition of property. 
The estimated gross construction expenditures for 
1981 and 1982 are estimated to total between $115 
and $127 million in the case of Monongahela, 
between $118 and $129 million in the case of 
Potomac, and between $258 million and $275 
million in the case of West Penn. Unless otherwise 
authorized by this Commission, any short-term debt 
outstanding hereunder after June 30, 1982, will be 
retired by each of such Companies having such 
short-term debt outstanding not later than 
December 31, 1982, from internal cash resources, 
or sale of permanent debt, preferred stock or 
common stock or such other securities as the 
Commission and other regulatory authorities having 
jurisdiction may authorize. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated to be 
approximately $24,400, including rating fees 
aggregating approximately $8,000 for each 
company. 


The State Corporation Commission of Virginia has 
authorized the issuance and sale by Potomac of the 
short-term debt. No other state commission and no 
federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21810), and 
no hearing has been requested of or ordered,by the 
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Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application, as amended, be granted except that 
with respect to borrowings by Potomac it is hereby 
found that the applicable standards of the Act and 
rules thereunder are satisfied for borrowings up to a 
maximum aggregate amount outstanding of 
$45,000,000 and no adverse findings are necessary 
with respect to that amount. 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application, as amended, be, and it hereby is, 
granted, effective forthwith, except with respect to 
that portion of the borrowings requested by Potomac 
in excess of a maximum aggregate amount 
outstanding of $45,000,000, and subject to the 
terms and conditions prescribed in Rule 24 
promulgated under the Act except that the 
certificate thereunder may be filed quarterly. 


IT IS FURTHER ORDERED, that jurisdiction be, and it 
hereby is, reserved with respect to that portion of the 
borrowings requested by Potomac in excess of a 
maximum aggregate amount outstanding of 
$45,000,000. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21866/December 31, 1980 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
New York, New York 


CNG PRODUCING COMPANY 
CONSOLIDATED GAS SUPPLY CORPORATION 
CONSOLIDATED SYSTEM LNG COMPANY 
THE EAST OHIO GAS COMPANY 

THE PEOPLES NATURAL GAS COMPANY 
WEST OHIO GAS COMPANY 
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(70-6526) 
ORDER AUTHORIZING INTRASYSTEM FINANCING 


Consolidated Natural Gas Company (‘‘Con- 
solidated”’), a registered holding company and its 
subsidiary companies, CNG Producing Company 
(“Producing Company”), Consolidated Gas Supply 
Corporation (“Supply Corporation”), Consolidated 
System LNG Company (“LNG Company”), The East 
Ohio Gas Company (“East Ohio”), The Peoples 
Natural Gas Company (“Peoples”), and West Ohio 
Gas Company (“West Ohio”), have filed an 
application-declaration and an amendment thereto 
with this Commission pursuant to Sections 6, 7,9, 10 
and 12 of the Public Utility Holding Company Act of 
1935 (“Act”) and Rule 50(a)(3) promulgated 
thereunder regarding the following proposed 
transactions. 


The application-declaration, as amended, filed in 
this proceeding states that certain companies in the 
Consolidated system temporarily accumulate cash 
over and above current requirements during a 
period when Consolidated may require funds for 
working capital and for the financial requirements of 
other system companies. Thus, Consolidated may 
be making short-term borrowings when subsidiaries 
with excess cash are making temporary money 
market investments outside the system. The excess 
cash is generated for the most part because of large 
seasonal heating business. The companies are of 
the opinion that it would be advantageous to alleviate 
this situation and to continue the temporary 
prepayment of subsidiary long-term notes to 
optimize the internal utilization of excess cash funds 
accumulated within the system. 


The following subsidiaries make temporary 


prepayments on long-term notes held by 
Consolidated from excess cash funds, from time to 
time prior to December 31, 1981, not exceeding at 
any time the amounts set forth: 


Ee Ee iii eats Cee careeen $75,000,000 
Peoples 15,000,000 
Producing Company 10,000,000 
Supply Corporation 50,000,000 
LNG Company 10,000,000 
West Ohio 


$163,500,000 


Consolidated estimates that the aggregate 
prepayment of $163,500,000 is the maximum that 
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can be utilized for temporary financing of system 
requirements during 1981. 


The long-term notes temporarily prepaid by an 
individual subsidiary will be those bearing the 
highest rate outstanding at the time of each 
prepayment. Interest on such notes will cease upon 
prepayment and start again upon reinstatement of 
the notes. As funds are thereafter required by such 
subsidiary for corporate purposes, including 
construction, it is proposed that advances be made 
on open account to the subsidiary by Consolidated in 
an aggregate amount not to exceed the amount of 
long-term notes previously prepaid, less any current 
maturities applicable to notes which have matured 
subsequent to the prepayment dates. The open 
account advances will bear interest during 1981 at 
the same rate or rates as borne by the equivalent 
principal amounts of the notes previously prepaid by 
such subsidiary not in reverse order to that of the 
prepayments, i.e., from the lowest rate on the notes 
previously prepaid to the highest rate. Interest onthe 
open account advances will commence on the date 
of the advance and will become due on June 30, 
1981, and December 31, 1981, and/or on the date 
such advances are repaid by the reinstatement of 
the prepaid notes. 


It is proposed that open account advances to a 
subsidiary be increased or decreased from time to 
time in accordance with variations in the cash flow of 
the subsidiary. At no time will the advances 
outstanding be in excess of the notes prepaid. At 
such time as the open account advances equal the 
aggregate amount of the prepaid notes, or in any 
event not later than December 31, 1981, the notes 
prepaid by a subsidiary will be reinstated in 
repayment of the related outstanding open account 
advances made to the subsidiary by Consolidated. If 
the aggregate of the notes prepaid exceeds such 
advances at the end of 1981, Consolidated proposes 
to make cash repayment of the difference in order to 
effect reinstatement of the proposed notes in full. No 
financing of any subsidiary which may presently or 
subsequently be authorized by this Commission in 
connection with the construction or gas storage 
programs of any such subsidiary will be 
consummated until such time as advances have 
been made in an amount equal to the amount of 
notes prepaid. 


It is stated that the proposed transactions will be 
beneficial to the system because they will: (1) permit 
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subsidiary companies with excess cash to prepay 
temporarily long-term notes held by Consolidated, 
with a resulting reduction in their interest expense; 
(2) make available to Consolidated a temporary cash 
source for working capital and for the financing of 
other companies within the system; and (3) permit 
Consolidated, which obtains all external financing 
required by the system, to defer or prepay short-term 
financing such as inventory loans with banks and 
commercial paper borrowings for working capital. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $600 including $500 payable to 
Consolidated Natural Gas Service Company, inc. for 
services at cost including legal services. 


The Public Service Commission of West Virginia has 
authorized Supply Corporation to engage in the 
proposed transactions. No other state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21814), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act, except that the time for filing the 
certification thereunder with respect to the 
proposed transactions is extended so as to allow 
filing on a quarterly basis. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21867/December 31, 1980 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


THE EAST OHIO GAS COMPANY 
THE RIVER GAS COMPANY 
WEST OHIO GAS COMPANY 


(70-6525) 


ORDER AUTHORIZING LOANS TO RESIDENTIAL 
HEATING CUSTOMERS TO FINANCE HOME 
INSULATION INSTALLATION AND TO ACQUIRE 
PROMISSORY NOTES 


Consolidated Natural Gas Company (“Consoli- 
dated”), a registered holding company, The East 
Ohio Gas Company, The River Gas Company and 
West Ohio Gas Company (collectively referred to as 
“the subsidiaries”) all of which are wholly-owned 
subsidiaries of Consolidated, have filed an 
application and an amendment thereto with this 
Commission pursuant to Sections 9 and 10 of the 
Public Utility Holding Company Act of 1935 and Rule 
40 promulgated thereunder concerning the 
following proposed transactions. 


The subsidiaries seek authorization to conduct, in 
accordance with the law of the State of Ohio, a 
residential insulation financing program 
(“Program”) and to acquire unsecured installment 
promissory notes from residential gas space heating 
customers pursuant to the Program. Under the 
Program, each subsidiary will lend to each of their 
respective qualified residential heating customers 
amounts up to $750 for installation of insulation of 
the customer's single or double family gas heated 
residence if a financial institution listed as an 
institution that will finance such installations denies 
a loan to any such customers. Financing for the 
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program will be derived from internally generated 
funds. 


It is stated that the terms of the loans under the 
proposed Program shall not exceed 24 months. The 
interest charged on such loans will not exceed a rate 
equal to 4% in excess of the discount rate on 90-day 
commercial paper in effect at the Federal Reserve 
Bank, Fourth Federal Reserve District, at the time the 
loan is executed. The discount rate on 90-day 
commercial paper in effect on October 30, 1980 at 
the Federal Reserve Bank, Fourth Federal Reserve 
District, was quoted at 11%. At the end of the first 
year, the subsidiary shall set the rate of interest 
charged so that revenues derived therefrom will 
equal the costs of administering the Program. It is 
stated that if costs exceed 4% over the commercial 
paper discount rate, the excess will be assumed by 
the subsidiary. When costs are less than the 
revenues recovered from interest charges,- 
customers who had loans outstanding during that 
year will be credited an amount in proportion to their 
respective loans and interest payments during that 
year. The credit will be applied against the 
customer’s unpaid balance or bill the following year. 
Repayment within 90 days will be treated as cash 
and will incur no interest. 


The maximum amount of loans outstanding at any 
one time from all the subsidiaries during the years 
1981, 1982 and 1983 shall not exceed $9,500, 
$19,000 and $28,500 respectively. The maximum 
aggregate amounts of loans outstanding during the 
period 1981 through December 31, 1983 at any one 
time for each individual subsidiary will be as follows: 


Amount 
1982 
$10,000 
4,500 
4,500 


Applicants 
East Ohio 

River 

West Ohio 


1981 
$5,000 
2,250 
2,250 


1983 
$15,000 
6,750 
6,750 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$1,100 including charges for services of 
Consolidated Natural Gas Service Company, Inc. 
estimated at $1,000. It is stated that no state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application has been 


given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21808), and 
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no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and ;ules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application, as amended, be granted and permitted 
to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder that said 
application, as amended, be, and it hereby is, 
granted forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21868/December 31, 1980 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
Dallas, Texas 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 


WEST TEXAS UTILITIES COMPANY 
Abilene, Texas 


CENTRAL AND SOUTH WEST SERVICES, INC. 
Dallas, Texas 


(70-6515) 
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ORDER AUTHORIZING PROPOSED EXTENSION OF 
SYSTEM MONEY POOL ARRANGEMENT, 
PROPOSED ESTABLISHMENT OF NEW SHORT- 
TERM BORROWING LIMITATIONS AND EXCEPTION 
FROM COMPETITIVE BIDDING 


Central and South West Corporation (“CSW”), a 
registered holding company, and five of its 
subsidiary companies, Central Power and Light 
Company (“CPL”), Southwestern Electric Power 
Company (“SWEPCO”), West Texas Utilities 
Company (“WTU”), Public Service Company of 
Oklahoma (“PSO”) and Central and South West 
Services, Inc., (“CSWS”) have filed an application- 
declaration, and amendments thereto, with this 
Commission pursuant to Sections 6, 7, 9(a), 10, 
12(b) and 12(f) of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rules 43, 45, 
50(a)(2) and 50(a)(5) promulgated thereunder 
regarding the proposed transactions. 


By orders dated June 30, 1978 (HCAR No. 20608) 
through October 22, 1980 (HCAR No. 21757), CSW 
and its subsidiaries (collectively the “System’”) were 
authorized to incur short-term borrowings through 
December 31, 1981, in a maximum aggregate 
amount outstanding of $250,000,000. Each 
company was authorized to borrow up to the 
maximum amounts indicated below provided that 
the aggregate principal amount outstanding of such 
borrowings for the System did not exceed 
$250,000,000: 


$100,000,000 
180,000,000 
75,000,000 
15,000,000 
4,000,000 


Applicants are seeking authorization to make short- 
term borrowings in an aggregate principal amount 
outstanding not to exceed $300,000,000 through 
June 30, 1982. In no case will borrowings exceed 
10% (or, in the case of PSO and WTU, 20%) of the 
aggregate amount of the borrower's secured debt, 
capital stock and premiums thereon and surplus 
(consolidated, in the case of CSW and PSO) at the 
time of borrowing. Each company may borrow 
individually up to the maximum amounts indicated 
below provided that the total aggregate principal 
amounts outstanding of such borrowings for the 
system do not exceed the limit stated above: 
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$300,000,000 
110,000,000 
110,000,000 
80,000,000 
35,000,000 
10,000,000 


With respect to borrowings by PSO, the aggregate 
principal amount of borrowings outstanding shall be 
increased from $110,000,000 to $200,000,000 in 
the event PSO repays in full the ten year non- 
negotiable bank notes in aggregate principal 
amount of $90,000,000 authorized by order of the 
Commission dated May 14, 1980 (HCAR No. 
21574). 


The borrowings would be effected either through the 
CSW system money pool, the sale of commercial 
paper notes to dealers and/or bank borrowings in 
the event such borrowings would produce a lower 
cost of money than the issue of commercial paper 
and to the extent that excess funds through the 
System money pool were inadequate to fulfill the 
subsidiaries requests for short-term loans. The 
aggregate borrowings from any one or combination 
of these sources would not exceed the limits stated 
above. At August 31, 1980, the subsidiaries had the 
following amounts of short-term borrowings 
outstanding, all in the form of open account 
advances from CSW: 


$36,000,000 
12,900,000 
24,000,000 


5,700,000 


Proceeds of any short-term borrowings (other than 
borrowings by CSWS), would be used (1) by CPL, PSO 
(consolidated), SWEPCO and WTU for the interim 
financing of their capital programs during the period 
and to provide for other temporary working capital 
needs; (2) by CSW to loan or contribute as capital to 
the subsidiaries for such purposes, and (3) to repay 
borrowings previously incurred for such purposes. 
Proceeds of borrowings by CSWS will be used to 
provide working capital for CSWS’s operations or to 
repay borrowings used for such purpose. The 
estimated capital programs for 1981 and 1982 
respectively for the operating companies are as 
follows: CSW (consolidated) $638,000,000 and 
$860,000,000; CPL, $198,000,000 and 
$278,000,000; PSO, $185,000,000 and 
$254,000,000; SWEPCO, $204,000,000 and 
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$281,000,000; and WTU, $50,000,000 and 
$47,000,000. None of the proceeds from such 
borrowings will be utilized to pay the costs of 
facilities (“interconnection facilities”) which would 
be unnecessary for the operating companies to 
provide customer service if such operating company 
was not part of the CSW System. Nor will operating 
companies make expenditures for the construction 
or acquisition of any such facility before all funds 
authorized under the instant application-declaration 
have been expended. Such interconnection facilities 
include all facilities, construction or acquisition of 
which is or would be part of any proposal for 
synchronous interstate operation of the CSWSystem 
forming the subject of the proceeding in Central and 
South West Corporation, et al. (Admin. Proc. File No. 
3-4951) which would not also be required for the 
continuation of dis-synchronous interstate/intra- 
state operation in the mode presently prevailing in 
the CSW System. 


Short-term money operations for the CSW System 
are coordinated through the use of a money pool 
which consists of surplus funds of the operating 
subsidiaries, surplus funds of CSW, external 
borrowings by CSW from banks and from its sale of 
commercial paper. Loans are made to the 
subsidiaries from these funds in the order stated. For 
example, surplus funds of the operating companies 
must be exhausted before surplus funds in the 
treasury of CSW are used. Each borrowing subsidiary 
will borrow pro rata from each lending subsidiary 
and CSW (when CSW is lending) in the proportion 
which the total amount being loaned by that lending 
subsidiary (or CSW) through the money pool bears to 
the total amount being loaned through the money 
pool. No loan will be made by CSW or a subsidiary if 
the borrowing subsidiary could borrow more cheaply 
directly from banks or through the sale of its own 
commercial paper, subject to further authorization 
by the Commission. The determination of whether a 
subsidiary or CSW has at any time surplus funds to 
lend will be made by its treasurer or chief financial 
officer on the basis of cash flow projections. No 
subsidiary may make a loan to CSW. 


Loans to the subsidiaries through the money pool 
may be made pursuant to open account advances. 
However, any lender may require the issuance of a 
promissory note evidencing the transaction. Notes 
evidencing loans from CSW must mature within one 
year of issuance and be prepayable in whole or part 
at any time without premium or penalty. Notes for 
loans from subsidiaries, would mature no later than 
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the earlier of the date the borrower could be 
expected to obtain funds to pay the note or the date 
the lender needs the excess funds for its own use. If a 
note matures because the lender needs the funds, 
either another subsidiary with excess funds will take 
the note through the money pool or CSW would make 
the loan from available corporate funds or external 
borrowings. 


The daily interest rate on outstanding money pool 
loans from internal sources will be based on the 
weighted average daily cost to CSW for external 
borrowings, or if no such borrowings are 
outstanding, the daily rate published in The Wall 
Street Journal for General Motors Acceptance 


Corporation commercial paper of comparable term. 
The interest rate applicable to loans made from 
external funds borrowed by CSW would be equal to 
CSW’s net costs for such borrowings. 


In recent years CSW has customarily satisfied its 
short-term borrowing needs and those of its 
subsidiaries by the sale of commercial paper to 
commercial paper dealers. It is now seeking further 
authorization to issue commercial paper from time 
to time through June 30, 1982. The commercial 
paper would have varying maturities not to exceed 
nine months from the date of issuance, and would be 
in varying denominations of not less than $25,000. 
The commercial paper notes would be issued and 
sold by CSW directly to commercial paper dealers at 
a rate not to exceed the rate per annum prevailing at 
the time of issuance for commercial paper of 
comparable quality and maturity sold by issuers to 
commercial paper dealers. The interest cost would 
not exceed the effective cost of money for unsecured 
prime commercial bank loans prevailing on the date 
of issue of such commercial paper. The purchasing 
dealer would reoffer such notes at a rate of 1/10 of 
1% per annum or less than the rate tothe issuer. The 
dealer would reoffer the notes to no more than 200 
designated customers on a list prepared in advance 
and provided to this Commission. The customer list 
will include commercial banks, insurance 
companies, corporate pension funds, investment 
funds, foundations, colleges and _ universities, 
municipal and state benefit funds, eleemosynary 
institutions, finance companies and nonfinancial 
corporations investing surplus funds. It is expected 
that the commercial paper notes will be held by the 
customers to maturity, but should they wish to resell 
prior to maturity, the dealer, pursuant to an oral 
repurchase agreement, will repurchase such notes 
and reoffer them to others on said list. CSW’s 
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commercial paper would not be prepayable prior to 
maturity and could not be extended, although 
certain of the commercial paper could be paid at 
maturity by application of proceeds from the 
issuance and sale by CSW of other commercial 
paper or bank notes issued prior to or 
contemporaneously with such maturity. At final 
maturity, the commercial paper borrowings would 
be repaid by CSW from the payment of loans made to 
the subsidiaries and from other internal sources, or 
from other short-term borrowings, if authorized by 
the Commission. CSW also requests authorization to 
sell commercial paper directly to certain approved 
financial institutions on terms identical to the 
dealer-placed notes. Such direct sales would be 
made only to institutions on a list furnished to the 
Commission and would be undertaken only if the 
resulting cost of money was equal to orlessthan that 
available from dealer-placed commercial paper or 
bank borrowings. 


CSW believes that the use of commercial paper 
would in most periods result in interest costs lower 
than those that would result from borrowings from 
commercial banks. Should borrowings from banks 
produce a lower cost of money than the issue of 
commercial paper notes, and to the extent that 
CSW’s corporate funds and subsidiary loans of 
excess funds through the money pool are 
inadequate to fulfill the subsidiaries’ requests for 
short-term loans, CSW or the subsidiaries would 
borrow from banks from time to time. CSW and the 
subsidiaries also seek authorization to borrow from 
banks when the cost of such borrowing is greater 
than the cost of equivalent borrowings through the 
money pool or through commercial paper sales by 
CSW, if bank borrowings are necessary to maintain 
lines of credit with lending banks. Any such 
borrowings would not exceed $5,000,000 for CSW or 
any subsidiary and $10,000,000 collectively for the 
CSW System. 


Bank borrowings would be evidenced by promissory 
notes issued to banks. These notes would be dated 
as of the date of the borrowing, mature within 12 
months, bear interest from issuance to maturity at 
the prime interest rate or a multiple thereof and be 
prepayable, in whole or part, without penalty or 
premium. The cost of borrowing would be at prime, 
with the exception of First National Bank at Dallas, 
Security Pacific National Bank and Chemical Bank 
which would be at 103%, 104% and 107% of prime, 
respectively. 
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Compensation arrangements under the bank lines 
of credit are ona balance or fee basis. The maximum 
compensating balance is 10% of the line of credit 
resulting in an effective interest cost of 23.33% 
based ona prime commercial credit rate of 21%. The 
most onerous commitment fee arrangement 
provides for borrowing at 107% of the prime rate with 
a commitment fee of 7% of the prime rate on the line 
which would result in a maximum effective interest 
cost of 23.94% based on a prime commercial credit 
rate of 21%. 


The cost of compensating balances and fees paid to 
banks to maintain credit lines will be initially 
allocated to the subsidiaries on the basis of 10% to 
WTU and 30% each to CPL, PSO and SWEPCO. Such 
costs are retroactively reallocated at the end of each 
calendar year on the basis of relative maximum 
outstanding short-term borrowings of each company 
(including CSW when it borrows for its own corporate 
needs). This provides for a reallocation to each 
company of that proportion of the total line of credit 
costs equal to the percentage that its maximum 
short-term borrowings during the year represent of 
the aggregate maximum short-term borrowings of all 
companies on a non-coincidental basis. 


In addition, CSW requests authorization to continue 
arrangements for borrowings of up to $10,000,000, 
$5,000,000, $10,000,000, and $10,000,000 from funds 
managed by the trust departments of Mercantile 
National Bank at Dallas, First City Bank of Dallas, 
First City National Bank of Houston, and First 
National Bank and Trust Company of Tulsa, 
Oklahoma, respectively. Trust fund borrowings 
would be evidenced by notes payable on demand 
and bearing interest at a rate equal to the highest 
annual interest rate on 30 to 179-day commercial 
paper placed by General Motors Acceptance 
Corporation as reported in The Wall Street Journal. 


An exception from the competitive bidding 
requirements of Rule 50(b) is requested for the 
issuance by CSW of commercial paper pursuant to 


Subparagraph (a)(5) thereof, because it is 
impractical to obtain competitive bids for 
commercial paper and current commercial paper 
rates for prime issuers are published in daily 
financial publications. 


No state commission and no federal commission, 


other than this Commission, has jurisdiction overthe 
proposed transaction. The fees and expenses to be 
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incurred in connection with the proposed 
transaction are estimated to be $22,300, including 
rating fees of $20,800. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21827) and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be and hereby 
is granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act, 
except that certificates thereunder shall be filed 
quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21869/December 31, 1980 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 

COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT OF CANADA LTD. 
COLUMBIA GAS DEVELOPMENT CORPORATION 
Wilmington, Delaware 


COLUMBIA GAS TRANSMISSION CORPORATION 
Charleston, West Virginia 


COLUMBIA GAS OF OHIO, INC. 


COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
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COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 
COLUMBIA GAS OF MARYLAND, INC. 
Columbus, Ohio 


COLUMBIA HYDROCARBON CORPORATION 
THE INLAND GAS COMPANY, INC. 

COLUMBIA COAL GASIFICATION CORPORATION 
Ashland, Kentucky 


COLUMBIA GULF TRANSMISSION COMPANY 
Houston, Texas 


(70-6520) 


ORDER AUTHORIZING OPEN ACCOUNT ADVANCES 
TO SUBSIDIARY COMPANIES BY HOLDING 
COMPANY IN CONNECTION WITH INTRASYSTEM 
PREPAYMENT OF PROMISSORY NOTES AND 
RELATED TRANSACTIONS 


The Columbia Gas System, Inc. (“Columbia”), a 
registered holding company, and its wholly-owned 
subsidiary companies listed above, have filed an 
application-declaration and amendments thereto 
with this Commission pursuant to Sections 6(a), 
6(b), 7, 9(a), 10, and 12(b) of the Public Utility 


Holding Company Act of 1935 (“Act”) and Rule 45 
promulgated thereunder regarding the following 
proposed transactions. 


It is stated that during the winter heating season, 
Columbia’s distribution subsidiary companies 
generate substantial amounts of cash in excess of 
current requirements. During the same period, 
however, the transmission subsidiary companies 
generate lesser amounts of cash and have generally 
larger capital expenditures, requiring Columbia to 
advance funds to such subsidiary companies. In 
recent years, the Commission has authorized open 
account advances by Columbia to subsidiary 
companies and certain related transactions which 
are designed to alleviate this situation. The present 
filing requests authorization to continue such 
transactions during the calendar year 1981. 


It is proposed that the subsidiary companies listed 
below will prepay from time to time prior to the end of 
1981 with excess cash in aggregate amounts not to 
exceed the amounts set forth below, a portion of their 
outstanding installment promissory notes or, for 
Development Canada, demand promissory notes, 
(“Notes”) held by Columbia. The following amounts 
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represent the estimated aggregate maximum 
excess funds that such companies are expected to 
accumulate at any one time during the year 1981. 


Columbia Gas System Service Corp $9,000,000 
Columbia Gas Transmission Corp. .............. 270,000,000 
Columbia Gas of Pennsylvania, Inc. ............... 55,000,000 
Columbia Gas of New York, Inc.................000. 7,500,000 
Columbia Gas of Maryland, Inc..................... 4,000,000 
Columbia Gas of Kentucky, Inc 12,000,000 
Columbia Gas of Virginia, Ine... 6.0. dk 6,500,000 
Columbia Gas West of Virginia, Inc. ............... 20,000,000 
Columbia’ Gas of Ohio Ihe! . oc... 5 ke ck ce ces 125,000,000 
Columbia Gulf Transmission Co. .................. 75,000,000 
Columbia Hydrocarbon Co. 2... o ccs. cc cece eee 5,000,000 
The Inland Gas Company, Inc. .................005. 4,825,000 
Columbia LNG Corporation 126,000,000 
Columbia Gas Development Corp 50,000,000 
Columbia Coal Gasification Corp. .................. 5,500,000 
Columbia Gas Development of Canada Ltd 15,000,000 

$790,325,000 


In accordance with the Commission’s authorization 
concerning the accounting treatment (HCAR No. 
19054 (June 19, 1975)), Development Canada’s 
demand promissory notes were issued to track the 
allocation to Development Canada of tax benefits 
generated from its net tax losses for years 1973 
through 1980. It is stated that Development Canada 
should be paid a reasonable rate of interest for the 
period of time the temporary excess funds are being 
used by Columbia. Therefore, it is proposed that the 
funds so prepaid will accrue interest credits for 
Development Canada at a rate equal to the 
fluctuating prime commercial lending rate in effect 
from time to time at the agent bank for Columbia’s 
short-term line of credit. As funds are thereafter 
required for construction and other corporate 
purposes, funds will be drawn down by Development 
Canada in such aggregate amounts not to exceed the 
amount of demand promissory notes previously 
prepaid. All such funds will be taken down by 
December 31, 1981. The demand promissory notes 
will be repaid on a permanent basis as Development 
Canada incurs tax liability through its sale of 
properties and/or the turnaround of timing 
differences resulting from prior exploration and 
development deductions. It is presently anticipated 
that tax payments in the amount of $9 million will be 
made by Development Canada in 1981, resulting in 
a concurrent reduction in the demand promissory 
notes. 


The Notes (“Indebtedness”) prepaid by the 
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individual companies will be those bearing the 
highest interest rate outstanding at the time of each 
prepayment. Interest on such Indebtedness will 
cease upon prepayment and recommence upon 
reinstatement. As such funds are thereafter 
required for construction and other corporate 
purposes, it is proposed that advances be made on 
open account subsidiary by Columbia in such 
aggregate amounts not to exceed the amount of 
Indebtedness previously prepaid, less any current 
maturities applicable to Notes which have matured 
subsequent to the date of prepayment. 


The open account loans will bear interest at the 
same rate or rates as borne by the equivalent 
principal amounts of Indebtedness previously 
prepaid by such subsidiary during 1981 but in 
reverse order to that of prepayment; i.e., working up 
from the lowest rate payable on the Indebtedness 
previously prepaid to the highest rate. It is intended 
that advances on open account to an individual 
subsidiary as proposed therein be increased or 
decreased from time to time in accordance with 
variations in the cash flow of the individual 
subsidiary; however, at no time will the advances 
outstanding under authority herein requested be in 
excess of the indebtedness prepaid therefore. Either 
at such time as the advances equal the aggregate 
amount of the Indebtedness prepaid or in any event 
not later than December 31, 1981, the Indebtedness 
that was prepaid will be reinstated and accepted by 
Columbia in repayment of the outstanding open 
account loans. 


Financing of construction or gas storage programs of 
any operating subsidiary company pursuant to 
Commission authorization will not be consummated 
until such time as advances have been made in 
amounts equal to the amount of Indebtedness 
prepaid. Any subsidiary company which during 
1981 has borrowed on open account from Columbia 
an amount smaller than the amount of Indebtedness 
theretofore prepaid by it, will, on December 31, 
1981, reinstate its Indebtedness to Columbia in an 
amount sufficient to discharge its open account 
bvorrowings, and the balance of its prepaid 
Indebtedness will be considered to have been 
permanently prepaid. Such permanent prepayment 
would be applied against Indebtedness bearing the 
highest interest rates and would be consummated 
only with respect to Indebtedness bearing interest at 
a rate equal to or in excess of the rate applicable to 
borrowings by subsidiary companies from Columbia 
as of December 31, 1981. In the event that a 
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permanent prepayment by any subsidiary company 
would be indicated with respect to Notes bearing an 
interest rate less than the rate applicable to debt 
purchased by Columbia from subsidiary companies 
at December 31, 1981, such Notes will be reinstated 
by the subsidiary company at or before the end of 
1981. 


It is stated that the proposed transactions are 
designed to achieve the following: (1) flexibility to 
prepay inventory loans with commercial banks and 
other short-term borrowings at the earliest possible 
date, (2) deferment of outside financing until 
aggregate system funds approach a minimum 
balance, (3) facilitating the internal financing of 
emergency requirements, and (4) allowing 
subsidiaries, during any period in which they have 
excess cash, to decrease their own net corporate 
interest expense. 


The Public Service Commission of West Virginia has 
authorized the prepayment and reissuance of 
prepaid Notes by Columbia Gas of West Virginia, 
Inc., the Public Service Commission of New York has 
authorized the reissuance of prepaid Notes by 
Columbia Gas of New York, Inc., the Public Service 
Commission of Kentucky has authorized the 
reissuance of prepaid Notes by Columbia Gas of 
Kentucky, Inc., and the State Corporation 
Commission of Virginia has authorized the 
reissuance of prepaid Notes by Columbia Gas of 
Virginia, Inc. No other state or federal commission, 
other than this Commission, has jurisdiction overthe 
proposed transactions. The applicants-declarants 
have requested that authorization be granted to file 
certificates under Rule 24 with respect to the 
proposed transactions on a quarterly basis. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21823), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
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application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act, except that the time for filing the 
certification thereunder with respect to the 
proposed transactions is extended so as to allow 
filing as requested. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21870/December 31, 1980 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 


TRANSOK PIPE LINE COMPANY 
Tulsa, Oklahoma 


(70-5648) 


SUPPLEMENTAL ORDER REGARDING ISSUANCE 
AND SALE OF NOTES BY SUBSIDIARY PIPELINE 
COMPANY TO PARENT ELECTRIC UTILITY 
COMPANY 


Public Service Company of Oklahoma (“PSO”), an 
electric utility subsidiary of Central and South West 
Corporation, a registered holding company, and 
Transok Pipe Line Company (‘“Transok’”), a 
subsidiary pipeline company of PSO, have filed with 
this Commission a further post-effective 
amendment to their application-declaration in this 
proceeding pursuant to Sections 6(a), 7, 9(a), and 
10 of the Public Utility Holding Company Act of 1935 
(‘Act’) regarding the following proposed 
transactions. 


By supplemental order issued December 21, 1979 
(HCAR No. 21351), Transok was authorized to issue 
and sell to PSO its short-term notes in an aggregate 
principal amount outstanding at any one time ot to 
exceed $20,000,000, such notes to mature not later 
than December 31, 1980. 
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It is now proposed that the period for issuing such 
notes and the latest maturity date thereof be 
changed to December 31, 1981, and that the 
authorized amount of said notes issued and sold by 
Transok to PSO be decreased to $10,000,000. In all 
other respects the transactions remain unchanged. 
The notes will bear interest at the rate published in 
The Wall Street Journal for commercial paper placed 
directly by a major finance company and having 
terms most nearly equal to the terms of the loans. 
The proceeds of the notes have been and will 
continue to be used to finance Transok’s continuing 
construction program and for Transok’s general 
working funds. 


No state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said post-effective 
amendment to the application-declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21790), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended by said post- 
effective amendment, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended by said post- 
effective amendment, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21871/December 31, 1980 


In the Matter of 


SYSTEM FUELS, INC. 

Noro Plaza 

666 Poydras 

New Orleans, Louisiana 70130 


ARKANSAS POWER & LIGHT COMPANY 
First National Building 
Little Rock, Arkansas 72203 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


MISSISSIPPI POWER & LIGHT COMPANY 
Electric Building 
Jackson, Mississippi 39205 


NEW ORLEANS PUBLIC SERVICE INC. 
317 Baronne Street 
New Orleans, Louisiana 70112 


(70-6097) 


ORDER APPROVING PROPOSAL BY FUEL 
PROCUREMENT SUBSIDIARY TO FINANCE 
EXPLORATION FOR, DEVELOPMENT, PRODUCTION 
AND PROCUREMENT OF FUEL OF VARIOUS TYPES; 
PROPOSAL BY SUCH SUBSIDIARY TO MAKE 
BORROWINGS FROM ITS PUBLIC UTILITY PARENT 
COMPANIES 


System Fuels, Inc. (“SFI”), a fuel procurement 
subsidiary of Arkansas Power & Light Company, 
Louisiana Power & Light Company, Mississippi 
Power & Light Company and New Orleans Public 


Service, Inc. (collectively the “Operating 
Companies”), each a subsidiary of Middle South 
Utilities, Inc., a registered holding company, has 
filed post-effective amendments to an application- 
declaration previously filed with this Commission 
pursuant to Sections 6(a), 7, 9(a), 10 and 12(b) of 
the Public Utility Holding Company Act of 1935 
(“Act”) and Rules 43, 45 and 50(a)(3) promulgated 
thereunder regarding the proposed transaction. 


By order dated December 28, 1979 (HCAR No. 
21367) in this matter SFI was authorized to make 
long term borrowings of up to $117,000,000 through 
December 31, 1980 from the Operating Companies 
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in order to finance, in part, SFl’s fuel procurement, 
storage and transporation activities. It is estimated 
that pursuant to such authorization $54,500,000 will 
be outstanding on December 31, 1980. SFI proposes 
to enter into an amendment to its Loan Agreement, 
dated January 4, 1978 with the Operating 
Companies, as previously amended on January 1, 
1979 and January 1, 1980. The Loan Agreement, as 
it is proposed to be amended, will provide for 
additional borrowings in 1981 of up to $207,000,000 
through December 31, 1981. Any amounts 
outstanding as of December 31, 1980 will be 
converted into loans under the Loan Agreement as it 
is to be amended. Consequently, the amount of 
borrowings which have been, or are proposed to be, 
made under the Loan Agreement through December 
31, 1981 is estimated to be $261,500,000, which 
amount will be adjusted to reflect the actual amount 
of loans outstanding at December 31, 1980. 


It is presently contemplated that additional net 
capital of $47,000,000 will be required for SFI’s fuel 
procurement program during 1981, as follows: 


Fuel Supply Programs? 6c...05654..00eees Amount 
A. Gas and Oil Exploration, 

Development and Production $---- 
B. Uranium Exploration 8,100,000 
C. Nuclear Fuel Procurement 24,400,000 
D. Coal Procurement 3,700,000 
E. Fuel Oil Program 

1. Fuel Oil Procurement 

2. Fuel Oil Storage and Handling 

Total Capital Requirements 

Less: Depreciation and 

Deferred Taxes 

Net Capital Requirement 


15,200,000 
52,800,000 


5,800,000 
$47,000,000 


The uranium exploration program includes 
$5,200,000 in connection with the continuation of 
existing arrangements with three exploration 
companies and $2,900,000 for carrying costs, 
including interest charges and general and 
administrative expenses relating to the uranium 
exploration program to be capitalized. 


The $24,400,000 budgeted for nuclear fuel 
procurement and processing will supplement short- 
term borrowings of up to $60,000,000 authorized by 
the Commission’s order dated October 31, 1978 
(HCAR No. 20753). 


The $3, 700,000 to be allocated to SFI’s coal program 
will involve expenditures for carrying costs, 
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consulting services, and overhead expenses to be 
capitalized in connection with the coal supply 
arrangement with North Antelope Coal Company. 


To assure the availability to the Operating 
Companies of an adequate supply of fuel oil it will be 
necessary to have an inventory on hand at January 1, 
1981 and December 31, 1981 of 6,500,000 bbls. 
and 6,100,000 bbis., respectively. During the 
ensuing twelve months, the inventory level will vary 
because of seasonal factors and other conditions. 
However, due to an increase in cost, the investory 
at December 31, 1981 is expected to be worth 
approximately $162,500,000 compared to an 
estimated worth of approximately $142,100,000, at 
January 1, 1981. Also, SFI anticipates expenditures 
of $1,400,000 in 1981 for the construction of an 
additional storage tank and to make certain 
improvements to the existing tanks, docking and 
unloading facilities. Of the total $163,900,000 to be 
invested in its oil procurement program during 
1981, SFI expects to finance $100,000,000 through 
borrowings under the Loan Agreement dated as of 
May 28, 1980 among Clipper Oil Corporation, SFI 
and the Operating Companies, as authorized in the 
Commission’s order of May 22, 1980 (HCAR No. 
21584). A significant portion of the balance is 
expected to be financed through borrowings under 
SFl’s proposed Loan Agreement with Citibank, N.A., 
(File No. 70-6519). Although the Citibank Loan 
Agreement may be used by SFI for its general fuel 
supply purposes, it has been assumed, for the 
purposes hereof, that $47,300,000 of borrowings 
thereunder will be used for SFi’s fuel oil program, 
thereby resulting in a net capital requirement of 
$16,600,000. 


Potential borrowing requirements of SFI during 1981 
include up to $60,000,000 for payment of 
commercial paper and $100,000,000 for payment 
of borrowings from Clipper Oil Corporation and a net 
amount of $47,000,000 for SFI’s fuel supply 
programs. SFI will partially finance its nuclear 
materials and processing services supply program 
during 1981 bythe issuance of its commercial paper 
notes backed by Aetna’s Bond of Indemnity and its 
fuel oil program in 1981 by borrowings from Clipper 
Oil Corporation. SFI has retained the right to cancel 
the program with Aetna at any time should it become 
economically disadvantageous. In addition, the 
program may be terminated upon the occurrence of 
certain events. SFI currently estimates that the 
maximum amount of notes or obligations to Aetna at 
any one time outstanding during 1981 will total 
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$60,000,000. SFI seeks authority to make 
borrowings under the Loan Agreement, if necessary, 
in 1981, inan amount sufficient to effect repayment 
of its borrowings or reimbursement of Aetna. In 
addition, SFI will endeavor to extend, renew or 
otherwise refinance its borrowings from Clipper Oil 
Corporation under a loan agreement among SFI, 
Clipper Oil Corporation and the Operating 
Companies, which loan agreement, unless renewed 
will terminate on May 28, 1981. 


If such loan agreement is not extended or renewed, 
or no refinancing is available, SFI will need to effect 
$100,000,000 of borrowings under the loan 
agreement in order to pay these borrowings at 
maturity. SFI also states that it needs the assurance 
that borrowing capacity is available immediately to 
meet contingencies which might arise in connection 
with leasing and other transactions previously 
entered into. 


SFI proposes to enter into an amendment to the Loan 
Agreement with the Operating Companies pursuant 
to which SFI would be authorized to make 
borrowings, which will mature on December 31, 
2006, from the Operating Companies, from time to 
time through December 31, 1981 in an aggregate 
amount not to exceed, at any one time, the sum of 
$207,000,000 and the amount to be outstanding at 
December 31, 1980 under the existing Loan 
Agreement, currently estimated to be $54,500,000, 
which amount will be converted into loans underthe 
amended Loan Agreement. Such borrowings would 
be in addition to the $26,500,000 of outstanding 
borrowings authorized by the Commission by order 
dated December 17, 1971 (HCAR No. 17400) and 
the $13,000,000 of outstanding borrowings 
authorized by Commission Orders dated December 
17, 1973 (HCAR No. 18221) and December 24, 
1975 (HCAR No. 19314) and December 30, 1976 
(HCAR No. 19835). 


Under the Loan Agreement, each Operating 
Company will agree to make loans to SFI until 
December 31, 1981 in aggregate principal 
amounts at any one time outstanding up to but not 
exceeding the following amounts: 


Operating Company Commitment 
Arkansas Power & Light Company... $83,870,000 
Louisiana Power & Light Company .. 111,145,000 
Mississippi Power & Light Company ..42,385,000 
New Orleans Public Service Inc. ...... 24,100,000 

$261,500,000 


SEC DOCKET/1201 





The amounts of the commitments include an 
assumed $54,500,000 to be outstanding under the 
1980 Loan Agreement at December 31, 1980 and 
will vary to reflect the loans actually outstanding at 
that time. Each Operating Company’s commitment 
to make additional loans in 1981 is equal to an 
amount in such portfolio as its kilowatt-hour sales 
for the twelve months ended September 30, 1980 
bear to the total kilowatt-hour sales of the Operating 
Companies for that period, computed in both cases 
by including sales to rural electric cooperatives and 
municipalities but excluding sales to other public 
utilities. 


The obligation of SFI to repay the loans made by each 
Operating Company under the Loan Agreement shall 
be evidenced by the promissory note (“Note”) of SFI 
in a principal amount equal to such Operating 
Company’s commitment and payable to the order of 
such Operating Company an appropriate notation 
evidencing its pro rate share of the loans made to 
endorse on the reverse side of the Note payable to 
such Operating Company an appropriate notation 
evidencing its pro rate share of the loansd made to 
SFI under the Loan Agreement and each 
prepayment and payment of principal with respect 
to such loans. Each loan will be made pro rata 
according to the commitments. Simultaneously with 
the delivery of the Notes and their appropriate 
notation for borrowings outstanding at December 31, 
1980 under the existing Loan Agreement, the Notes 
issued under the existing Loan Agreement which 
evidence such borrowings will be returned to SFI and 
cancelled. Each Note will bear interest on the unpaid 
principal balance thereof, adjustable monthly onthe 
first day of each month, at an annual rate for such 
month equal to the annual rate of interest borne on 
the last day of the preceding month by the short- 
term bank borrowings of the Operating Company to 
which such Note shall have been issued. If on the 
last day of the month, such Operating Company shall 
have short-term bank borrowings bearing more than 
one rate of interest, the highest rate shall apply. If, on 
the last day of any month, such Operating Company 
shall not have any short-term bank borrowings, the 
prime commercial rate generally charged by 
commercial banks in New York City on such day to 
responsible and substantial corporate borrowers 
shall apply. The loans will be prepayable at any time 
in any amount without premium or penalty. Each 
prepayment on account of the unpaid principal 
balance of the Notes will be made by SFI to the 
Operating Companies pro rata in accordance with 
their respective percentage shares of the 
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commitments. 


SFI states that it will borrow from external sources in 
lieu of making borrowings from the Operating 
Companies when effecting such external borrowings 
is more advantageous to SFI and the System under 
the circumstances at the time. Subject to the receipt 
of such regulatory approvals from the Commission 
as may be necessary at the time, it is anticipated that 
SFI may borrow from banks, insurance companies 
and other non-affiliated lenders and enter into 
specific arrangements for financing. 


The rights and obligations of the parties under the 
Loan Agreement will be subject to certain 
restrictions set forth in the participation agreement 
with Aetna and the loan agreement with Clipper Oil 
Corporation. These restrictions relate principally to 
the payment or prepayment by SFI of its 
indebtedness to the Operating Companies during 
the terms of those agreements. In carrying out its 
financing program for 1981, SFI represents that it 
will at all times maintain the aggregate of its capital 
stock, surplus, and principal amount of its 
indebtedness to the Operating Companies at an 
amount equal to at least 35% of SFI’s total 
capitalization. 


SFI also requests that its existing authorization be 


extended through December 31, 
following: 


1981 for the 


1) The Operating Companies, in connection with a 
transaction in the ordinary course of SFl’s fuel 
supply business and not involving the issuance of a 
security, to assure any party contracting with SFI that 
the Operating Companies will, in accordance with 
their respective shares of ownership of the Common 
Stock of SFI, take such action as may be appropriate 
from time to time to keep SFI in a sound financial 
condition so that it may discharge its obligations 
under the particular contract; and 


2) To have personnel employed by the other 
companies in the System perform services for SFI at 
cost where it is more economical and efficient for 
such personnel to perform such services. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $8,000, including legal fees of $7,000. 
It is stated that no state or federal regulatory 
authority, other than this Commission, has 
jurisdiction over the proposed transactions. 
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Due notice of the filing of said post-effective 
amendments to said application-declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21807), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found the applicable standards of 
the Act and the rules thereunder are satisfied and 
that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended, be granted and permitted 
to become effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act, except that the time for filing the 
certification thereunder with respect to the 
proposed transactions is extended so as to allow 
filing on a quarterly basis. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21872/December 31, 1980 


In the Matter of 


THE CONNECTICUT LIGHT & POWER COMPANY 
Berlin, Connecticut 


WESTERN MASSACHUSETTS ELECTRIC COMPANY 
West Springfield, Massachusetts 


THE HARTFORD ELECTRIC LIGHT COMPANY 
Berlin, Connecticut 


(70-5929) 


ORDER AUTHORIZING SALE OF INTEREST IN 
ELECTRIC GENERATING FACILITY 


The Connecticut Light & Power Company (“CL&P”), 
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The Hartford Electric Light Company (“HELCO”) and 
Western Massachusetts Electric Company 
(“WMECO”), each a public utility subsidiary of 
Northeast Utilities, a registered holding company 
have filed post-effective amendments to a 
declaration previously filed with this Commission 
pursuant to Section 12(d) of the Public Utility 
Holding Company Act of 1935 (‘Act’) and Rule 44 
promulgated thereunder regarding the proposed 
transaction. 


By orders dated December 29, 1978 (HCAR No. 
20854), February 7, 1979 (HCAR No. 20915) and 
June 26, 1979 (HCAR No. 21118) CL&P was 
authorized to sell portions of its 11.97760% joint 
ownership interest in Seabrook Unit Nos. 1 and 2 
(“Seabrook Project’), nuclear-fired electric 
generating facilities presently under construction in 
Seabrook, New Hampshire. Pursuant to those orders 
CL&P sold an aggregate 7.48443% interest to 
Bangor Hydro-Electric Company, Town of Hudson 
Massachusetts Light & Power Company, Taunton 
Municipal Lighting Plant Commission, Maine Public 
Service Company, Massachusetts Municipal 
Wholesale Electric Cooperative and Vermont 
Electric Cooperative, Inc. Jurisdiction was reserved 
over further sales of CL&P’s remaining interest inthe 
Seabrook Project pending completion of the record 
with respect to those transactions. CL&P has now 
filed a post-effective amendment to its declaration 
seeking authorization to sell a 0.43332% interest in 
the Seabrook Project to Fitchburg Gas and Electric 
Light Company (“Fitchburg”). Assuming a transfer 
on December 31, 1980, the consideration to be 
received by CL&P from Fitchburg is estimated at 
$5,543,000. 


The Commission's order of June 26, 1979 stated that 
CL&P also intended to sell portions of its remaining 
interest in the Seabrook Project to Montaup Electric 
Company (‘“Montaup”) and New Bedford Gas 
and Edison Light Company (“New Bedford”) 
as well as to Fitchburg. New Bedford subsequently 
decided not to proceed with its purchase. In 
addition, the Massachusetts Department of Public 
Utilities denied Montaup’s request for approval of its 
purchase from CL&P of an interest in the Seabrook 
Project. CL&P has withdrawn its request for 
authorization to sell such interests and after 
consummation of the proposed sale to Fitchburg will 
retain a 4.05985% ownership interest in the 
Seabrook Project. It is estimated that as a result of 
the proposed transfer to Fitchburg, CL&P will reduce 
its expenditures for capital programs, including 
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nuclear-fuel expenditures, by $7,637,000 for the 
years 1981 through 1985. 


The fees, commissions and expenses incurred and 
to be incurred in connection with all transfers of 
CL&P’s ownership interests in the Seabrook Project 
pursuant to this order and the Commission’s orders 
of December 29, 1978, February 7, 1979 and June 
26, 1979 will aggregate $112,588, including legal 
fees of $108,713. The proposed transfer to 
Fitchburg has been approved by the Connecticut 
Department of Public Utility Control, The 
Massachusetts Department of Public Utilities and 
the New Hampshire Public Service Commission. 
The United States Nuclear Regulatory Commission 
has authorized the amendment of the construction 
permits for Seabrook Unit Nos. 1 and 2 to reflect the 
proposed transfer to Fitchburg. It is stated that no 
other state or federal regulatory authority, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said post-effective 
amendments to said declaration has been given in 
the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 21801), and no hearing has 
been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby 


found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said declaration, as 
amended, be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
under the Act: 


IT IS FURTHER ORDERED that the jurisdiction 
reserved in the order of June 26, 1979, over sales to 
Fitchburg, Montaup and New Bedford pending 
completion of the record with respect to those 
transactions be, and it hereby is, released effective 
forthwith: 


IT IS FURTHER ORDERED that the jurisdiction 
reserved in the orders of December 29, 1978, 
February 7, 1979 and June 26, 1979, over the fees, 
commissions and expenses to be incurred in 
connection with the transactions proposed therein 
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be, and it hereby is, released effective forthwith. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21873/December 31, 1980 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


ARKANSAS-MISSOURI POWER COMPANY 
Blytheville, Arkansas 


ASSOCIATED NATURAL GAS COMPANY 
Blytheville, Arkansas 


(70-6326) 


ORDER AUTHORIZING MERGER OF ASSOCIATE 
PUBLIC UTILITY COMPANIES 


Middle South Utilities, Inc. (“Middle South”), a 
registered holding company, and Arkansas Power & 
Light Company (“AP&L”) and Arkansas-Missouri 
Power Company (“Ark-Mo”), each a public utility 
subsidiary of Middle South, and Associated Natural 
Gas Company (“Associated”), a public utility 
subsidiary of Ark-Mo, have filed a joint application- 
declaration and amendments thereto with this 
Commission pursuant to Sections 3(a)(2), 6, 7, 9(a), 
10, 12(b), 12(d) and 12(f) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 
2(a)(2), 43, 44, 45 and 50(a)(5) promulgated 
thereunder regarding the proposed transaction. 


Middle South presently owns all the outstanding 
common shares of AP&L and Ark-Mo. Ark-Mo, in 
turn, owns all the outstanding common shares of 
Associated. It is proposed that Ark-Mo will be 
merged into AP&L with Associated becoming a 
wholly owned subsidiary of AP&L. 
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The properties of AP&L consist of facilities for the 
generation, transmission and distribution of electric 
power and energy and other property necessary to 
repair, maintain and operate those facilities for the 
furnishing of electricity to the public. These facilities 
extend into 62 of the 75 counties in Arkansas. AP&L 
also provides electric service in a small area of 
Tennessee. As of July 31, 1980, AP&L provided 
electric service to 470,401 customers. 


Ark-Mo operates facilities for the generation, 
transmission and distribution of electric power and 
energy and other property necessary to repair, 
maintain and operate those facilities for the 
furnishing of electricity to the public. These facilities 
extend into 8 counties in northeastern Arkansas and 
12 counties in southeastern Missouri. Ark-Mo’s 
generating capacity is limited, its largest generating 
station consisting of three gas turbines with a net 
capability of 188 MW and operated by Ark-Mo under 
a long-term net lease. The properties operated by 
Ark-Mo are contiguous to, and physically 
interconnected with, those of AP&L. During the 
twelve months ended July 31, 1980, the other 
operating subsidiaries of Middle South, including 
AP&L, provided through AP&L’s transmission 


system approximately 22 percent of Ark-Mo’s energy 
requirements. As of July 31, 1980, Ark-Mo pro- 
vided electric service to 59,130 customers. 


Associated owns and operates natural gas 
transmission and distribution facilities in parts of 
northeastern Arkansas and southeastern, western 
and northern Missouri. As of July 31, 1980, 
Associated provided natural gas service to 61,364 
customers. 


In order to reduce duplication of corporate 
organization, accounting and operation and to 
consolidate into one corporate entity, in the interest 
of increased economic efficiency, electric 
operations which, with minor exceptions, are already 
operated as an integrated system, AP&L proposes to 
acquire all the outstanding shares of common stock 
of Ark-Mo from Middle South and to effect the 
liquidation and dissolution of Ark-Mo and the 
distribution of its assets to AP&L, including the 
outstanding shares of common stock of Associated 
(“Associated Common Stock”) held by Ark-Mo. The 
consummation of these proposed transactions, is 
expected to occur on or about January 1, 1981. 


Ark-Mo’s proprietary capital, long-term debt 
(including current maturities) and short-term debt 
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as of July 31, 1980, were in each case as follows: 


Proprietary capital: 
Common stock - $2.50 par value; 
authorized, 7,000,000 shares; issued 
and outstanding, 4,691,988 shares . $11,729,970 
Paid-in surplus 
Retain earnings (including un- 
appropriated, undistributed sub- 
sidiary earnings) 

Total proprietary capital 


7,947,719 
$27,161,034 


Long-term debt: 

First Mortgage Bonds 

Series E, 44%, Due 1983 
Series F, 54%, Due 1988 
Series G, 5%%, Due 1990 
Series H, 64%, Due 1996 
Series |, 9%%, Due 2000 
Series J, 8%%, Due 1998 

$21,160,310 


Debentures: 
5%%, Due 1983 
7%, Due 1993 
Total long-term debt 


$340,000 
3,500,000 
$25,000,310 


Short-term debt: 

Notes payable to banks 

Notes payable to Middle South 
Total short-term debt 


$11,000,000 


$13,100,000 


In anticipation of the proposed consolidation 
between AP&L and Ark-Mo, Ark-Mo proposes to 
issue and sell, and Middle South proposes to acquire 
from Ark-Mo, at a price of $2.50 per share, or 
$5,750,000 in the aggregate, 2,300,000 additional 
shares of the authorized but unissued common 
stock,$2.50 par value, of Ark-Mo. As consideration 
for such shares, Middle South will pay to Ark-Mo 
$3,650,000 in cash and will surrender to Ark-Mo for 
cancellation $2,100,000 principal amount of 
unsecured promissory notes previously issued and 
sold by Ark-Mo and acquired by Middle South, 
representing all outstanding promissory notes 
issued by Ark-Mo and held by Middle South. Upon 
consummation of the sale by Ark-Mo to Middle South 
of the additional shares of its common stock, Ark-Mo 
would immediately thereafter apply the $3,650,000 
cash proceeds, together with other funds available to 
Ark-Mo, to the redemption, at the applicable 
redemption prices, of its two outstanding series of 
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debentures which, as of July 31, 1980, aggregated 
$3,840,000 in principal amount. These preliminary 
transactions would have the effect, as of July 31, 
1980, of increasing the total number of outstanding 
shares of Ark-Mo’s common stock to 6,991,988, of 
increasing the amount of Ark-Mo’s total proprietary 
capital by $5,750,000 to $32,911,034 and of 
eliminating debentures from Ark-Mo’s_ capital 
structure. 


Middle South, AP&L and Ark-Mo thereafter propose 
to enter into an Agreement and Plan of Consolidation 
of Electric Properties (‘Plan’) which would 
constitute a plan of reorganization within the 
meaning of Section 368 of the Internal Revenue 
Code of 1954, as amended. Pursuant to the Plan, and 
as the initial step, Middle South would effectuate an 
exchange with AP&L of all of Ark-Mo’s then 
outstanding 6,991,988 shares of common stock, 
$2.50 par value (“Ark-Mo Stock”), for additional 
shares of common stock, $12.50 par value 
(“Additional Common Stock”), of AP&L. The number 
of shares of the Additional Common Stock to be 
issued and exchanged by AP&L with Middle South 
will be determined by dividing the book value per 
share of the Additional Common Stock into the net 
book value of Ark-Mo, including its investment in 
Associated, on or about the date of exchange of 
shares. As of July 31, 1980, the net book value of Ark- 
Mo, including its investment in Associated, after 
giving effect to the sale by Ark-Mo to Middle South of 
the 2,300,000 shares of Akr-Mo’s common stock, 
would be $32,911,034. 


As soon as practicable after the exchange of shares, 
and as the second step under the Plan, AP&L, as sole 
holder of the Ark-Mo Stock, proposes to cause Ark- 
Mo to be liquidated and dissolved and its assets 
distributed, in kind, to AP&L in accordance with the 
provisions of the Arkansas Business Corporation 
Act. Accordingly, Ark-Mo proposes to sell, convey, 
transfer and assign to AP&L all of its right, title and 
interest in and to all of its properties, both real and 
personal, including any and all franchises, permits, 
utility easements, rights-of-way, leases and lease- 
hold interests, any and all contracts, cash on hand 
and in banks, the Associated Common Stock held by 
Ark-Mo and a 7%% Subordinated Note due March 
15, 1993 of Associated in the principal amount of 
$4,000,000 (“Associated Note”) held by Ark-Mo. 
AP&L, in turn, proposes to deliver and surrender to 
Ark-Mo, for retirement and cancellation, the Ark-Mo 
Stock held by AP&L and to assume all of Ark-Mo’s 
then outstanding liabilities and obligations, 
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including all contractual commitments and lease 
obligations and obligations with respect to Ark-Mo’s 
then outstanding short-term indebtedness 
represented by notes payable to banks, which, as of 
July 31, 1980, aggregated $11,000,000 in principal 
amount and which is expected to aggregate 
approximately $14,000,000 in principal amount at 
the time of such assumption of liability by AP&L. 


Concerning the proposed assumption by AP&L of 
Ark-Mo’s short-term bank indebtedness, AP&L has 
received authorization from the Commission to 
issue and sell short-term notes to various banks and 
commercial paper to a dealer in commercial paper 
in an aggregate principal amount at any one time 
outstanding not to exceed the lesser, from time to 
time, of $170,000,000 or 10 percent of AP&L’s 
capitalization (HCAR No. 21811). The authorization 
requested herein, insofar as it provides for the 
assumption by AP&L of liability on Ark-Mo’s short- 
term borrowings from certain of the same banks with 
whom AP&L will maintain separate lines of credit, is 
intended to constitute a separate and additional 
authorization for short-term borrowings by AP&L 
from those banks, subject to the above limitation 
that the total principal amount of short-term 
borrowings issued or assumed by AP&L at any one 
time outstanding may not exceed the lesser, from 
time to time, of $170,000,000 or 10 percent of 
AP&L’s capitalization. 


With respect to Ark-Mo’s then outstanding six series 
of first mortgage bonds (“Ark-Mo Bonds”), AP&L will 
be deemed to have assumed liability on the Ark-Mo 
Bonds as a consequence of the liquidation of Ark-Mo 
and distribution of its assets to AP&L and in 
contemplation of the proposed exchange by AP&L 
immediately thereafter of its first mortgage bonds 
for the Ark-Mo Bonds in the following manner. 


In the final step under the Plan, AP&L proposes to 
issue six new series of its first mortgage bonds 
(“AP&L 1983-2000 Series Bonds”) bearing interest 
at the same rates, maturing on the same dates and to 
be issued in the same principal amounts as the Ark- 
Mo Bonds. 


The AP&L 1983-2000 Series Bonds will be issued in 
exchange, on a series for series and principal 
amount for principal amount basis, for the then 
outstanding Ark-Mo Bonds. 


The AP&L 1983-2000 Series Bonds are proposed to 
be created under and pursuant to AP&L’s Mortgage 
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and Deed of Trust, dated as of October 1, 1944, to 
Guaranty Trust Company of New York (now Morgan 
Guaranty Trust Company of New York) and Henry A. 
Theis (John W. Flaherty, successor) and (as to 
property real or personal, situated or being in 
Missouri) Marvin A. Mueller, as Trustees, as 
supplemented by all indentures supplemented 
thereto, including a thirty-third supplemental 
indenture (“AP&L Mortgage”). The maturity dates, 
annual rates of interest, interest payment dates and 
redemption prices applicable to the AP&L 1983- 
2000 Series Bonds would be the same as those 
presently applicable to the corresponding Ark-Mo 
Bonds being surrendered in exchange therefor, and 
the sinking fund provisions applicable to the AP&L 
1983-2000 Series Bonds would be substantially 
similar to those applicable to the Ark-Mo Bonds. In 
other respects, it is contemplated that the AP&L 
1983-2000 Series Bonds would have terms and 
provisions, including those relating to dividend 
restrictions and limitations on the issuance of 
additional bonds, which are similar to those 
applicable to first mortgage bonds currently 
outstanding under the AP&L Mortgage. 


In exchange for the delivery to the holders of the Ark- 
Mo Bonds of the AP&L 1983-2000 Series Bonds, 
such holders would deliver and surrender to the 
corporate trustee under the Ark-Mo Mortgage, for 
retirement and cancellation, all the Ark-Mo Bonds, 
whereupon Ark-Mo’s Indenture of Mortgage, dated 
December 1, 1944, as supplemented, under which 
the Ark-Mo Bonds were issued (“Ark-Mo Mortgage”), 
would be immediately satisfied and discharged and 
cease to be of any further effect. The satisfaction and 
discharge of the Ark-Mo Mortgage would free for use 
as a basis for the issuance of additional first 
mortgage bonds under the AP&L Mortgage, upon 
consummation of the Plan, property which is 
currently subject to the lien of the Ark-Mo Mortgage. 


All of the Ark-Mo Bonds were originally issued and 
sold by Ark-Mo in private placement transactions and 
are currently held by a total of 23 persons, consisting 
principally of insurance companies, banks and other 
institutional investors or their nominees. In view of 
the uniqueness and complexity of the proposed 
bond exchange arrangements, Ark-Mo 
contemplates retaining Lehman Brothers Kuhn 
Loeb Incorporated, New York, N. Y. (“Lehman 
Brothers”), as financial advisor to assist Ark-Mo in 
obtaining the consent of the holders of the Ark-Mo 
Bonds to the delivery and surrender for cancellation 
of their securities in exchange for the AP&L 1983- 
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2000 Series Bonds. It is anticipated that the formal 
consent of such holders to the terms of the exchange 
would be evidenced by their separate execution of a 
Bond Exchange Agreement, pursuant to which AP&L 
would issue to such holders the AP&L 1983-2000 
Series Bonds and the Ark-Mo Bonds would be 
delivered and surrendered for cancellation. The 
Bond Exchange Agreement would provide that no 
such exchange of securities would be effected 
unless all holders of the Ark-Mo Bonds agree to the 
exchange. 


Upon consummation of the Plan, AP&L will continue 
to provide electric service to Ark-Mo’s customers 
and will be the sole holder of the Associated 
Common Stock and the Associated Note. As the 
parent company of Associated, AP&L will continue 
efforts to effect the disposition of the natural gas 
business conducted by Associated, either through a 
sale of its assets or of the Associated Common Stock, 
pursuant to the Commission’s May 5, 1971 order 
(Holding Company Act Rel. No. 17116). 


A fee of not more than $100,000 will be paid to 
Lehman Brothers for its services as financial advisor 
to Ark-Mo. A statement of the other fees, 
commissions and expenses to be incurred in 
connection with the proposed transaction will be 
filed by post-effective amendment. The proposed 
transaction has been authorized by the Arkansas 
Public Service Commission, the Missouri Public 
Service Commission and the Tennessee Public 
Service Commission. It is stated that no other state 
or federal regulatory authority, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed in Rule 23 promulgated under tne Act 
(HCAR No. 21821), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
standards of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
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hereby is, granted and permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the fees, 
commissions and expenses, other than the fee of 
Ark-Mo’'s financial advisor, to be incurred in 
connection with the instant transaction. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21874/December 31, 1980 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
ASH CREEK MINING COMPANY 
Tulsa, Oklahoma 


(70-5868) 


ORDER AUTHORIZING EXTENSION OF AND 
INCREASE IN SHORT-TERM LOANS TO MINING 
SUBSIDIARY 


Public Serice Company of Oklahoma (“PSO”), an 
electric utility subsidiary of Central and South West 
Corporation, a registered holding company, and Ash 
Creek Mining Company (“Ash Creek”), a mining 
subsidiary of PSO, have filed with this Commission a 
post-effective amendment to their application- 
declaration previously filed and amended pursuant 
to Sections 6, 7, 9(a), 10 and 12 of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 43 
and 45 promulgated thereunder concerning the 
following proposed transaction. 


By order dated November 30, 1976 (HCAR No. 
19777), PSO was authorized to organize and acquire 
all of the authorized common stock of Ash Creek, 
and to transfer to Ash Creek all of its existing coal 
interests in exchange for Ash Creek’s common stock 
in an aggregate par value equal to PSO’s capital costs 
relating to the coal interests. PSO transferred to Ash 
Creek properties having a cost basis of $3,839,040 
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in return for 383,904 shares of Ash Creek’s common 
stock, par value $10 per share. Additional properties 
have not yet been transferred and remain in PSO 
ownership. PSO was also authorized to make short- 
term loans to Ash Creek, through December 31, 
1977, in the form of either open account advances or 
evidenced by notes, in an aggregate amount not to 
exceed $12,500,000 at any one time outstanding, to 
finance Ash Creek’s fuel programs. That 
authorization has subsequently been extended 
pursuant to supplemental orders (HCAR Nos. 
20329, 20414, 20476, 20505, 20568, 20646, 
20710, 20754, 20863, 20926, 20975, 21049, 
21364, 21486, 21556, 21640 and 21724). In the 
latest such supplemental order dated September 
23, 1980 (HCAR No. 21724), PSO was authorized to 
continue its financing of Ash Creek through 


December 31, 1980, in the maximum principal 
amount of $1,425,000 outstanding at any one time. 


By post-effective amendment applicants-declarants 
request an extension of PSO’s authorization to 
finance Ash Creek through December 31, 1981, in 
the maximum principal amount of $1,975,000 
outstanding at any one time. Said amount includes 
approximately $1,425,000 outstanding of such 
loans expected to be outstanding at December 31, 
1980, and $550,000 to cover budgeted 
expenditures through December 31, 1981. 


The reason for such loans is continued and 
indefinite suspension of mining operations at Ash 
Creek, pending the securing of permission from the 
Wyoming Department of Environmental Quality for 
coal trucks to use the state highway serving Ash 
creek’s proposed coal outloading facility for PSO 
mine No. 1 near Sheridan, Wyoming, and the 
availability of federal coal leasing on PSO’s States 
Ranch property. Accordingly, Ash Creek has not 
budgeted expenditures for further coal exploration 
and mine development activities or for construction 
of a coal outloading facility. Expenditures are 
needed, however, for maintenance and 
administrative costs required to maintain the 
interests of Ash Creek and PSO. 


It is stated that PSO and Ash Creek do not 
contemplate furether development of the coal 
interests described in this filing, and that they 
continue to hold and maintain them until they can 
negotiate a satisfactory sale of the interests toa non- 
affiliate. Such sale is contemplated irrespective of 
any actions taken by the Wyoming Department of 
Environmental Quality with respect to the coal 
outloading facility and irrespective of any possible 
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future availability of a federal coal leasing program 
on PSO’s States Ranch property. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $400 
in legal fees. No state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21826), and no hearing has been 
requested of or ordered by this Commission. Upon 
the basis of the facts in the record, as amended, it is 
hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended by said post-effective 
amendment, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that PSO 
be, and it hereby is, authorized forthwith to continue 
its financing of Ash Creek through December 31, 
1981, in the maximum principal amount of 
$1,975,000 outstanding at any one time, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, continued with respect to any further 
extension of time and any expenditures to be made 
after December 31, 1981. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. 
Secretary 


Fitzsimmons 
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TRUST INDENTURE ACT OF 1933 





TRUST INDENTURE ACT OF 1939 
Release No. 603/December 31, 1980 


in the Matter of 
SYBRON CORPORATION 


File Nos. 2-31965 (22-5428) 
2-53215 (22-8355) 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 310(b)(1)(ii) 


The Securities and Exchange Commission has 
issued an order on an application by Sybron 
Corporation pursuant to Section 310(b)(1)(ii) of the 
Trust Indenture Act of 1939 declaring that the 
trusteeships of Morgan Guaranty Trust Company of 
New York under (1) an existing indenture previously 
qualified under the Act in 1969, (2) one existing 
indenture previously qualified under the Act in 
1975, and (3) an indenture dated September 1, 
1980 for which exemption from qualification is 
claimed under Section 304(b) of the Act, are not so 
likely to involve a material conflict of interest as to 
make it necessary in the public interest or for the 
protection of investors to disqualify Morgan 
Guaranty Trust Company of New York from acting a 
trustee under either of such qualified indentures. 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11513/December 24, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6277/December 24, 1980 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11514/December 24, 1980 


In the Matter of 


INSURED MUNICIPALS-INCOME TRUST 

INVESTORS’ QUALITY TAX-EXEMPT TRUST 

INVESTORS’ CORPORATE-INCOME TRUST 

INVESTORS’ GOVERNMENTAL SECURITIES- 
INCOME TRUST 

INVESTORS’ MUNICIPAL PENNSYLVANIA 
UNIT TRUST 

PENNSYLVANIA INSURED MUNICIPAL BOND 
TRUST 

NEW YORK INSURED MUNICIPAL BOND TRUST 

VAN KAMPEN FILKIN & MERRITT, INC. 

DAIN BOSWORTH, INCORPORATED 


c/o VAN KAMPEN FILKIN & MERRITT, INC. 
208 South LaSalle Street 
Chicago, Illinois 60604 


(812-4520) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER OF THE COMMISSION AMENDING A 
PREVIOUS ORDER GRANTING AN EXEMPTION 
FROM THE PROVISIONS OF SECTION 22(d) OF THE 
ACT PURSUANT TO SECTION 6(c) OF THE ACT AND 
PERMITTING AN OFFER OF EXCHANGE PURSUANT 
TO SECTION 11 OF THE ACT 


NOTICE IS HEREBY GIVEN that Insured Municipals- 
Income Trust, Investors’ Quality Tax-Exempt Trust, 


Investors’ Corporate-Income Trust, Investors’ 
Governmental Securities-income Trust, Investors’ 
Municipal Pennsylvania Unit Trust (“IMPUT”), 
Pennsylvania Insured Municipal Bond Trust (the 
“Insured Fund”) and New York Insured Municipal 
Bond Trust (the “New York Fund”), registered under 
the Investment Company Act of 1940 (“Act”) as unit 
investment trusts (collectively referred to herein as 
the ‘“Funds”), their sponsor, Van Kampen Filkin & 
Merritt, Inc., and a co-sponsor of Investors’ 
Corporate-Income Trust, Dain Bosworth, 
Incorporated (“Sponsors”) (collectively with the 
Funds referred to as the “Applicants”) filed an 
application on October 14, 1980, and an 
amendment thereto on December 8, 1980, 
requesting an order of the Commission amending in 
the manner described below an earlier order of the 
Commission dated October 9, 1979 (Investment 
Company Act Release No. 10895). The earlier order 
(1) permitted pursuant to Section 11 of the Act the 
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exchange of units of any series of a Fund for units of 
any other series of the same Fund at net asset value 
plus a fixed and reduced sales charge of $15 per unit 
pursuant to an exchange option, and (2) exempted 
pursuant to Section 6(c) of the Act such transactions 
of the Applicants from the provisions of Section 
22(d) of the Act. Applicants propose to extend the 
exchange option to certificateholders of Series 1 and 
subsequent series (as such series may from time to 
time be created) of the Insured Fund, IMPUT 
(IMPUT and the Insured Fund, referred to herein as 
the “Pennsylvania Funds”) and the New York Fund, 
and to increase the sales charge imposed on all such 
exchange transactions from $15 per unit to $25 per 
unit. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


The investment objectives of the Insured Fund and 
IMPUT are protection of federal and Pennsylvania 
state tax-exempt income and conservation of capital 
through an investment in a diversified portfolio of 
tax-exempt bonds. All of such bonds are obligations 
issued by or on behalf of the Commonwealths of 
Pennsylvania and Puerto Rico and authorities or 
political subdivisions thereof, the interest on which 
in the opinion of counsel to the various issuers of 
such bonds is exempt from all federal and 
Pennsylvania state income taxes under existing law. 
The investment objectives of the New York Fund are 
the same as those of the Pennsylvania Funds except 
that New York state and local tax-exempt income is 
desired rather than Pennsylvania tax-exempt 
income. This is accomplished through the holding of 
obligations of New York state (as well as Puerto 
Rican) issuers. The underlying bonds in the 
portfolios of the Pennsylvania Funds and the New 
York Fund are collectively referred to herein as the 
“Bonds”. Applicants state that with respect to each 
series of the Insured Fund and the New York Fund, 
Van Kampen Filkin & Merritt, Inc. obtains a portfolio 
insurance policy protecting the Bonds therein 
against default in the payment of principal and 
interest from MGIC Indemnity Corporation, a 
subsidiary of MGIC Investment Corp. In certain 
series, there have been or may be a Bond or Bonds 
on which separate insurance has been obtained by 
the issuer thereof. 


At the present time approxirnately 15 series of the 
Pennsylvania Funds have been issued. Units of 
beneficial interest in the various series of each Fund 
have been offered for sale to the public pursuant to 
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effective registration statements under the 
Securities Act of 1933. It is anticipated that further 
Fund series will be created in full compliance with 
the representations herein made concerning the 
respective series now outstanding. The New York 
Fund is a new unit investment trust which, as of 
December 5, 1980, had filed Series 1 under the 
Securities Act of 1933 but had no series yet 
outstanding. It is proposed that the New York Fund 
will be virtually identical to the Insured Fund; thus, 
references hereafter to the operations of the 
Pennsylvania Funds will be equally applicable to the 
New York Fund. 


Each series of the Pennsylvania Funds is presently 
governed by the provisions of such series’ trust 
indenture and agreement entered into or to be 
entered into in respect thereof by the Sponsor and a 
corporation organized and doing business under the 
laws of the United States or a state thereof, which is 
authorized under such laws to exercise corporate 
trust powers and having at all times an aggregate 
capital, surplus and undivided profits of not less 
than $5,000 (referred to herein as the “Trustee”). 


The Applicants propose to extend the exchange 
option (the “Plan”’), as described below, to 
certificateholders of the various series of the 
Pennsylvania Funds and the New York Fund. The 
purpose of the Plan is to provide investors in each of 
the Funds a convenient and less costly means 
of transferring interests as their investment 
requirements change. The Sponsors intend to hold 
open this option at all times although they reserve 
the right to modify, suspend or terminate the Plan at 
any time without further notice to certificateholders. 
The Plan currently operates as follows: A 
certificateholder wishing to dispose of his units ina 
Fund series for which a secondary market is being 
maintained has the option to exchange his units for 
units of any other series of the same Fund for which 
units are available for sale in the secondary market. 
When a certificateholder notifies the Sponsors of his 
desire to exercise this exchange privilege, the 
Sponsors will provide that certificateholder with a 
prospectus for each series that the certificateholder 
indicates interest. The certificateholder may then 
select the series into which he desires his 
investment to be converted. As indicated in the 
various prospectuses of each Fund, the Sponsors 
intend to maintain a market for the units of each 
series of the respective Funds. However, there is no 
obligation to maintain such a market and this Planis 
not meant in any way to create such obligation. 
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An exchange transaction operates in a manner 
essentially identical to any secondary market 
transaction, except that Applicants allow a reduced 
sales charge for all transactions effected under the 
Plan. Traditionally units in the Insured Fund and 
IMPUT are repurchased by the Sponsors and other 
underwriters of such Funds at prices based on the 
bid side evaluations of the underlying securities in 
the portfolio of each Fund series and are resold at 
that price per unit (the “public offering price”) plusa 
sales charge of 5.7% and 5.9%, respectively, of such 
public offering price. It is proposed that the New 
York Fund will have a comparable sales charge of 
5.7%. During the initial distribution of units in the 
Insured Fund and IMPUT, the units are sold at the 
aggregate offering side evaluations of the underlying 
securities (the “public offering price”) plus a sales 
charge of 4.7% and 4.9%, respectively, of such 
public offering price. It is proposed that the New 
York Fund will have a comparable sales charge of 
4.7%. Applicants propose to resell units in the 
secondary market under the Plan at the secondary 
market public offering price of the Pennsylvania 
Funds and the New York Fund plus a fixed sales 
charge of $25 per unit (approximately 2.5% of the 
secondary market public offering price at current 
market values). 


It should be noted that the Plan will only be available 
for exchanges into secondary market units of the 
New York Fund and the Pennsylvania Funds. 
Applicants state that restricting the exchange option 
to exchanges into secondary market units of the New 
York Fund and the Pennsylvania Funds is 
appropriate in light of the different methods of 
determining the public offering price utilized by the 
New York Fund and the Pennsylvania Funds and the 
varying sales charges between the primary and 
secondary markets for the sale of units of such 
Funds. Exchange transactions will also only be 
effected in whole units. Any amounts not used to 
acquire whole units under the Plan will be remitted 
to certificateholders and certificateholders will not 
be permitted to make up any difference between the 
amount representing the units being submitted for 
exchange and the units of the new Fund series being 
acquired. 


The Applicants assert that the rationale for allowing 
certificateholders of the Funds to participate in the 
Plan and effect Fund transactions at a reduced sales 
charge is equally applicable to certificateholders of 
the Pennsylvania Funds and the New York Fund. 
Thus, the Applicants argue that certificateholders of 
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the Pennsylvania Funds and the New York Fund 
should be allowed to participate in the Plan and 
exchange their units into units of other series of the 
same Pennsylvania and New York Fund at a reduced 
sales charge. 


Applicants state that currently the reduced sales 
charge relating to transactions under the Plan is a 
fixed dollar amount of $15 per unit. Applicants state 
that if an exchange transaction were to be effected 
under the Plan, the applicable sales charge of $15 
per unit would be substantially below the sales 
charge applicable to the general public (ranging 
from 4.0% in the case of Investors’ Governmental 
Securities-Income Trust to 5.9% in the case of 
Investors’ Quality Tax-Exempt Trust and Investors’ 
Municipal Pennsylvania Unit Trust). Applicants 
assert that the rationale for the reduced sales charge 
was to pass along certain cost savings to investors 
and yet cover reasonable costs and provide 
adequate compensation for investment counselling 
provided to such investors. Through the experience 
gained from the ongoing operation of this exchange 
program, Applicants now assert that the $15 per unit 
sales charge does not achieve the objectives of 
providing adequate compensation for services 
provided. Consequently, Applicants propose to 
increase the fixed dollar sales charge to $25 per unit. 
Applicants state that they originally assumed that 
the entire $15 per unit charge would be available to 
the broker-dealer performing the exchange 
transaction. Applicants assert, however, that in 
actual practice such broker-dealer receives 
substantially less if it does not have in its own 
inventory the units into which the exchange will take 
place, since the broker-dealer will be obligated to 
buy such units in the secondary market at a dealer 
price which will greatly limit the profitability of the 
transaction. Applicants assert that broker-dealers 
have had little incentive to encourage the use of this 
exchange program by purchasing Fund units from 
other dealers in order to effect exchanges under the 
Plan, which in turn has tended to render this 
program useless. Applicants assert that this 
problem with the Plan’s operation has been evident 
in the market place. Thus, Applicants argue that 
since the purpose of the exchange program is to 
provide a cost savings to investors and yet to pay 
reasonable expenses and to compensate the broker- 
dealer for investment services given, and since 
those objectives are being thwarted, an increase of 
the fixed dollar sales charge to $25 per unit for all 
exchange transactions under this program is 
justified and will both accomplish the objectives of 
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the exchange program and encourage a greater use 
of the same. 


Section 11(c) of the Act provides, among other 
things, that exchange offers involving registered unit 
investment trusts are subject to the provisions of 
Section 11(a) of the Act irrespective of the basis of 
exchange. Section 11l(a) of the Act provides, in 


registered open-end company or any principal 
underwriter for such a company to make, or cause 
to be made, an offer to the holder of a security for a 
security in the same or another such company on 
any basis other than the relative net asset values of 
the respective securities to be exchanged, unless 
the terms of the offer have first been submitted to 
and approved by the Commission. 


Section 22(d) of the Act provides, in pertinent part, 
that no registered investment company or principal 
underwriter thereof shall sell any redeemable 
security issued by such company to any person 
except at a current offering price described in the 
prospectus. The sales charge described in the 
prospectuses of each of the Funds for effecting 
regular secondary market purchase and sale 
transactions is greater than the sales charge which 
will be applicable to transactions under the Plan. 
Rule 22d-1 under the Act permits certain variations 
in sales charges, none of which it is alleged will be 
applicable to transactions under the Plan. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security or transaction, or any class or 
classes of persons, securities, or transactions from 
any provision of the Act or of any rule or regulation 
under the Act, if and to the extent such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 19, 1981, at 5:30 
p.m., submit to the Commission in writing, a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
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Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon the Applicants at the address stated above. 
Proof of such service (by affidavit or, inthe case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11515/December 24, 1980 


In the Matter of 


INSURED MUNICIPALS-INCOME TRUST 

INVESTORS’ CORPORATE-INCOME TRUST 

INVESTORS’ GOVERNMENTAL SECURITIES- 
INCOME TRUST 

INVESTORS’ QUALITY TAX-EXEMPT TRUST 

INVESTORS’ MUNICIPAL PENNSYLVANIA UNIT 
TRUST 

PENNSYLVANIA INSURED MUNICIPAL BOND 
TRUST 

NEW YORK INSURED MUNICIPAL BOND TRUST 

and 

VAN KAMPEN FILKIN & MERRITT, INC. 

DAIN BOSWORTH, INCORPORATED 


c/o Van Kampen Filkin & Merritt, Inc. 
208 South LaSalle Street 
Chicago, Illinois 60604 


(812-4226) 
NOTICE OF FILING OF APPLICATION FOR AN 
ORDER OF THE COMMISSION AMENDING A 


PREVIOUS ORDER GRANTING EXEMPTION FROM 
THE PROVISIONS OF SECTION 22(d) OF THE ACT 


Volume 21, No. 14, January 13, 1981 


PURSUANT TO SECTION 6(c) OF THE ACT AND 
PERMITTING AN OFFER OF EXCHANGE PURSUANT 
TO SECTION 11 OF THE ACT. 


NOTICE IS HEREBY GIVEN that Insured Municipals- 
Income Trust (the “Municipal Fund”), Investors’ 
Corporate-Income Trust (the “Corporate Fund”), 
Investors’ Governmental Securities-Income Trust 
(the “Government Fund”), Investors’ Quality Tax- 
Exempt Trust (the “Tax-Exempt Fund”), Investors’ 
Municipal Pennsylvania Unit Trust (“IMPUT”), 
Pennsylvania Insured Municipal Bond Trust (the 
“Pennsylvania Insured Fund”) and New York Insured 
Municipal Bond Trust (the “New York Fund”), 
registered under the Investment Company Act of 
1940 (the “Act’) as unit investment trusts 
(collectively referred to herein as the “Funds’”), their 
sponsor, Van Kampen Filkin & Merritt, Inc., and aco- 
sponsor of the Corporate Fund, Dain Bosworth 
Incorporated (collectively referred to as the 
“Applicants”), filed an application on December 8, 
1980, requesting an order of the Commission 
amending in the manner described below an earlier 
order of the Commission dated August 12, 1980 
(Investment Company Act Release No. 11300), 
which earlier order amended other orders of the 
Commission dated June 29, 1979 (Investment 
Company Act Release No. 10752), November 28, 
1978 (Investment Company Act Release No. 
10498), October 17, 1978 (Investment Company 
Act Release No. 10442), and January 31, 1978 
(Investment Company Act Release No. 10109). 


The above orders pursuant to Section 6(c) of the Act 
exempted from the provisions of Section 22(d) of the 
Act the offer and sale of units of such Funds 
pursuant to a conversion option (the “Plan’), and 
pursuant to Section 11 of the Act permitted such 
Funds to offer their units at net asset value plus a 
fixed dollar sales charge pursuant to the Plan. 
Applicants propose to extend the conversion option 
to certificateholders of Series 1 and subsequent 
series (as such series may from time to time be 
created) of the New York Fund and to increase the 
sales charge imposed on all such exchange 
transactions from $15.000 per unit to $25.00 per 
‘init. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Under the Plan a certificateholder in one of the 


Funds wishing to dispose of his units in a series of 
that Fund for which a secondary market is being 
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maintained has the option to convert his units into 
units of another Fund (e.g., Corporate into 
Municipal, or Municipal into Government) of any 
series for which units are available for sale. The 
Applicants state that the purpose of the Plan is to 
provide investors in each of the Funds a convenient 
and less costly means of transferring interests as 
their sponsors have indicated that they intend to 
maintain a market for the units of each series of the 
respective Funds; however, there is no obligation to 
maintain such a market. Consequently, the 
respective sponsors reserve the right to modify, 
suspend or terminate the Plan at any time without 
further notice to certificateholders. 


Under the Plan, as amended, the Applicants state 
that each exchange transaction operates in a 
manner essentially identical to any secondary 
market transaction except that a certificateholder 
wishing to exercise the conversion privilege must 
have held his fund units for at least eight months 
prior to any such conversion. 


The above orders pursuant to Section 6(c) of the Act 
exempted from the provisions of Section 22(d) of the 
Act the offer and sale of units of such Funds 
pursuant to a conversion option (the “Plan”), and 
pursuant to Section 11 of the Act permitted such 


Funds to offer their units at net asset value plus a 
fixed dollar sales charge pursuant to the Plan. 
Applicants propose to extend the conversion option 
to certificateholders of Series 1 and subsequent 
series (as such series may from time to time be 
created) of the New York Fund and to increase the 


sales charge imposed on all such exchange 
transaction from $15.00 per unit to $25.00 per unit. 
All interested persons are referred to the application 
on file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Under the Plan a certificateholder in one of the 
Funds wishing to dispose of his units in a series of 
that Fund for which a secondary market is being 
maintained has the option to convert his units into 
units of another Fund (e.g., Corporate into 
Municipal, or Municipal into Government) of any 
series for which units are available for sale. The 
Applicants state that the purpose of the Plan is to 
provide investors in each of the Funds a convenient 
and less costly means of transferring interests as 
their investment requirements change. The 
Applicants state that the respective sponsors have 
indicated that they intend to maintain a market for 
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the units of each series of the respective Funds; 
however, there is no obligation to maintain such a 
market. Consequently, the respective sponsors 
reserve the right to modify, suspend or terminate the 
Plan at any time without further notice to 
certificateholders. 


Under the Plan, as amended, the Applicants state 
that each exchange transaction operates in a 
manner essentially identical to any secondary 
market transaction except that a certificateholder 
wishing to exercise the conversion privilege must 
have held his Fund units for at least eight months 
prior to any such conversion. 


The portfolio securities of the Municipal Fund, the 
Government Fund, the Tax-Exempt Fund, IMPUT 
and the Pennsylvania Insured Fund (“Daily Valued 
Funds”) are valued on a daily basis, and the 
secondary market for units of the Daily Valued Funds 
is maintained at a price based on the bid side 
evaluation of the underlying portfolio securities for 
each Fund. The new York Fund will operate as a Daily 
Valued Fund. The portfolio securities of the 
Corporate Fund are valued on a weekly basis for 
secondary market transactions at a price based on 
the offering side evaluation of such securities. The 
Applicants state that the following sales charges 
apply to secondary market transactions in units of 
the Municipal Fund. Tax-Exempt Fund, Government 
Fund, IMPUT, the Pennsylvania Insured Fund and 
Corporate Fund, 5.7%, 5.9%, 4.0%, 5.9%, and 4.5%, 
respectively, of the related public offering prices for 
such Funds. Thus, undeir the Plan the purchase of 
units from certificateholders of the Daily Valued 
Funds is made at prices based on the bid side 
evaluation of the units of such Funds being 
purchased, and the resale of units upon conversion 
to such certificatehclders is made at prices based on 
the bid side evaluatio } of units in the case of resales 
of units of the other Daily Valued Funds and at prices 
based on the offer(ng side evaluation of units in the 
case of resales of units of the Corporate Fund. In the 
case of purchases of units from certificateholders of 
the Corporate Fund, prices are based on the offering 
side evaluation of the units being purchased, and 
resales of units upon conversion to such 
certificateholders are made at prices based on the 
bid side evaluation of units of the Daily Valued Funds 
being sold. 


Applicants hereby seek to extend the Plan to 


certificateholders of Series 1 and subsequent series 
(as such series may from time to time be created) of 
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the New York Fund, a unit investment trust 
sponsored by Van Kampen Filkin & Merritt, Inc. The 
New York Fund will be comprised of securities the 
interest income from which is exempt from both 
federal and New York state and local income taxes. 
The Fund has an insurance feature virtually identical 
to that in the Municipal Fund. Applicants propose to 
allow New York Fund certificateholders to use the 
proceeds from the sale of units of the New York Fund 
to acquire units in any series or group of series of any 
one or more than one of the Daily Valued Funds 
and/or the Corporate Fund. In connection therewith, 
the New York Fund will be treated exactly the same 
as the Daily Valued Funds and all sales and 
acquisitions related thereto will consequently be 
based on the same terms and be subject to the same 
conditions referred to above, as such terms and 
conditions relate to transactions in the Daily Valued 
Funds. 


Applicants assert that the rationale for allowing 
certificateholders of the Municipal Fund, Tax- 
Exempt Fund, Government Fund, IMPUT, the 
Pennsylvania Insured Fund or Corporate Fund to 
participate in the Plan and effect exchange 
transactions at a reduced sales charge is equally 
applicable to certificateholders of the New York 
Fund. Thus, Applicants argue that certificateholders 
of the New York Fund should be allowed to 
participate in the Plan and convert their units into 
units of the Municipal Fund, Tax-Exempt Fund, 
Government Fund, IMPUT, the Pennsylvania 
Insured Fund or Corporate Fund at the reduced sales 
charge referred to below. 


Applicants state that currently the reduced sales 
charge relating to transactions under the Plan is a 
fixed dollar amount of $15 per unit. Applicants state 
that if an exchange transaction were to be effected 
under the Plan, the applicable sales charge of $15 
per unit would be substantially below the sales 
charge applicable to the general public (ranging 
from 4.0% in the case of the Government Fund to 
5.9% in the case of the Tax-Exempt Fund and 
IMPUT). Applicants assert that the rationale for the 
reduced sales charge was to pass along certain cost 
savings to investors and yet cover reasonable costs 
and provide adequate compensation for investment 
counselling provided to such investors. Through the 
experience gained from the ongoing operation of this 
exchange program, Applicants now assert that the 
$15 per unit sales charge does not achieve the 
objectives of providing adequate compensation for 
services provided. Consequently, Applicants 
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propose to increase the fixed dollar sales charge to 
$25 per unit. Applicants state that they originally 
assumed that the entire $15 per unit charge would 
be available to the broker-dealer performing the 
exchange transaction. Applicants assert, however, 
that in actual practice such broker-dealer receives 
substantially less if it does not have in its own 
inventory the units into which the exchange will take 
place since the broker-dealer will be obligated to buy 
such units in the secondary market at a dealer price 
which will greatly limit the profitability of the 
transaction. Applicants assert that broker-dealers 
have had little incentive to encourage the use of this 
exchange program by purchasing Fund units from 
other dealers in order to effect exchanges under the 
Plan, which in turn has tended to render this 
program useless. Applicants assert that this 
problem with the Plan’s operation has been evident 
in the market-place. Thus, Applicants argue that 
since the purpose of the exchange program is to 
provide a cost savings to investors and yet to pay 
reasonable expenses and to compensate the broker- 
dealer for invetment services given, and since those 
objectives are being thwarted, an increase of the 
fixed dollar sales charge to $25.00 per unit for all 
exchange transactions under this program is 
justified and will both accomplish the objectives of 
the exchange program and encourage a greater use 
of the same. 


Section 11l(c) of the Act provides, among other 
things, that exchange offers involving registered unit 
investment trusts are subject to the provisions of 
Section 11(a) of the Act irrespective of the basis of 
exchange. Section 11(a) of the Act provides, in 
pertinent part, that it shall be unlawful for any 
registered open-end company or any principal 
underwriter for such a company to make, or cause 
to be made, an offer to the holder of a security for a 
security in the same or another such company on 
any basis other than the relative net asset values of 
the respective securities to be exchanged, unless 
the terms of the offer have first been submitted to 
and approved by the Commission. 


Section 22(d) of the Act provides, in pertinent part, 
that no registered investment company or principal 
underwriter thereof shall sell any redeemable 
security issued by such company to any person 
except at a current offering price described in the 
prospectus. The sales charge described in the 
prospectuses of each of the Funds for effecting 
regular secondary market purchase and sale 
transactions is greater than the sales charge which 
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will be applicable to transactions under the Plan. 
Rule 22d-1 under the Act permits certain variations 
in sales charges, none of which it is alleged will be 
applicable to transactions under the Plan. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security or transaction, or any class or 
classes of persons, securities, or transactions from 
any provision of the Act or of any rule or regulation 
under the Act, if and to the extent such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 19, 1981, at 5:30 
p.m., submit to the Commission in writing, arequest 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 


hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 


such request shall be served personally or by mail 
upon the Applicants at the address stated above. 
Proof of such service (by affidavit or, inthe case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 


of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11516/December 24, 1980 


In the Matter of 


DAILY TAX EXEMPT CASH FUND, INC. 
3600 South Yosemite Street 
Denver, Colorado 80237 


(812-4758) 


NOTICE OF FILING OF AN APPLICATION 
PURSUANT TO SECTION 6(c) OF THE ACT FOR AN 
ORDER OF EXEMPTION FROM THE PROVISIONS OF 
SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Daily Tax Exempt 
Cash Fund, Inc. (“Applicant”), registered under the 
Investment Company Act of 1940 (“Act”), as an 
open-end, diversified management investment 
company, filed an application on October 30, 1980, 
and an amendment thereto on December 5, 1980, 
requesting an order of the Commission, pursuant to 
Section 6(c) of the act, exempting the Applicant 
from the provisions of Section 2(a)(41) of the Act 
and Rules 2a-4 and 22c-1 thereunder to the extent 
necessary to permit the Applicant to value its 
portfolio securities using the amortized cost method 
of valuation. All interested persons are referred to 
the application on file with the Commission for 
statement of the representations contained therein, 
which are summarized below. 


Applicant states that it is a “money market” fund 
designed as an investment vehicle for investors with 
temporary cash balances or cash reserves who are 
seeking income exempt from Federal income taxes. 
In ths regard, Applicant represents that its objective 
is to seek maximum short-term interest income 
exempt from Federal income taxes to the extent 
consistent with low capital risk and the maintenance 
of liquidity. 


Applicant states that its portfolio may, as a matter of 
fundamental investment policy, be invested in debt 
obligations (“municipal securities’) issued by 
states, territories and possessions of the United 
States and by the District of Columbia and their 
political subdivisions, duly constituted authorities 
and corporations. According to the application, 
these portfolio securities will either be backed by the 
full faith and credit of the United States, or be rated 
Aaa or Aa, MIG-1 or MIG-2 by Moody's Investor 
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Services, Inc., or AAA or AA, or A-1 or A-2 by 
Standard & Poor's Corporation, Inc. Applicant 
further represents that it may also purchase 
municipal securities which are neither rated nor 
backed by the full faith and credit of the United 
States if, in the opinion of Applicant’s directors, such 
securities possess creditworthiness comparable to 
those rated securities in which the Applicant may 
invest. Applicant states that from time to time for 
defensive purposes on a temporary basis its 
portfolio may also be invested in taxable short-term 
investments subject to the same quality limitations 
applicable for rated municipal securities. In 
addition, Applicant states that its portfolio securities 
will mature not later than one year from the date of 
acquisition, and the Applicant will maintain a dollar 
weighted averag portfolio maturity of 120 days or 
less. 


As here pertinent, Section 2(a)(41) of the Act defines 
value to mean: (1) with respect to securities for 
which market quotations are readil available, the 
market value of such securities, and (2) with respect 
to other securities and assets, fair value as 
determined in good faith by the board of directors. 
Rule 22c-1 adopted under the Act provides, in part, 
that no registered investment company or principal 
underwriter therefor issuing any redeemable 
security shall sell, redeem or repurchase any such 
security except at a price based on the current net 
asset value of such security which is next computed 
after receipt of a tender of such security for 
redemption or of an order to purchase or to sell such 
security. Rule 2a-4 adpoted under the Act provides, 
as here relevant, that the “current net asset value” of 
a redeemable security issued by a registered 
investment company used in computing its price for 
the purposes of distribution and redemption shall be 
an amount which reflects calculations made 
substantially in accordance with the provisions of 
that rule, with estimates used where necessary or 
appropriate. Rule 2a-4 further states that portfolio 
securities with respect to which market quotations 
are readily avialable shall be valued at current 
market value, and that other securities and assets 
shall be valued at fair value as determined in good 
faith by the board of directors of the registered 
company. Prior to the filing of the application, the 
Commission expressed its view that, among other 
things: (1) Rule 2a-4 under the act requires that 
portfolio instruments of “money market” funds be 
valued with reference to market factors, and (2) it 
would be inconsistent, generally, with the provisions 
of Rule 2a-4 for a “money market” funds be valued 
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of Rule 2a-4 for a “money market” fund to value its 
portfolio instruments on an amortized cost basis 
(Investment Company Act Release No. 9786, May 
31, 1977). In view of the foregoing, Applicant 
requests exemptions from Section2(a)(41) of the act 
and Rules 2a-4 and 22c-1 thereunder to the extent 
necessary to permit Applicant to value its portfolio 
by means of the amortized cost method of valuation. 


In support of the relief requested, Applicant states 
that experience indicates that two features are 
necessary in a “money market” fund, namely, 
certainty of stability of principal and a steady flow of 
predictable and competitive investment income. 
Applicant asserts that by maintaining a portfolio of 
high quality, short-term mony market instruments 
valued at amortized cost it can provide these 
features to investors. Applicant represents that its 
directors have properly determined in good faith 
under the provisions of the Act to value the portfolio 
of Applicant by use of the amortized cost method 
and that this method is in the best interest of its 
shareholders. Applicant believes that experience 
has shown that, given the unique nature of 
Applicant’s policies and operations, there should be 
a negligible discrepancy between prices obtained by 
the amortized cost mehtod and those obtained bya 
market valuation method. Applicant further 
represents that its directors have determined in 
good faith, in light of the characteristics of Applicant, 
that the amortized cost method of valuation of 
portfolio instruments is appropriate and preferable 
to the use of a market valuation method, and that its 
directors have further determined to continuously 
monitor valuation indicated by methods other than 
amortized cost so that any necessary changes in the 
valuation method may be made to assure that the 
valuation method being used is a fair 
approxmination of fair value in view of all pertinent 
factors. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security or transaction, or any class or 
classes of persons, securities or transactions, from 
any provision or provisions of the Act or any or 
regulation thereunder, if and to the extent that such 
exemiption is necessary or appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Applicant consents to the imposition of the following 
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conditions in any order granting the exemptive relief 
it requests: 


1. In supervising Applicant’s operations and 
delegating special responsibilities involving 
portfolio management to Applicant’s investment 
adviser, Appliant’s board of directors undertakes— 
as a particular responsibility within the overall duty 
of care owed to shareholders—to establish 
procedures reasonably designed, taking into 
account current market conditions and Applicant’s 
investment objectives, to stabilize Applicant’s net 
asset value per share, as computed for the purposes 
of distribution, redemption and repurchase, at $1.00 
per share. 


2. Included within the procedures to be adopted by 
the board of directors shall be the following: 


(a) Review by the board of directors, as it deems 
appropriate and at such intervals as are reasonable 
in light of current market conditions, to determine 
the extent of deviation, if any, of the net asset value 
per share as determined by using available market 
quotations from Applicant’s $1.00 amortized cost 
price per share, and the maintenance of records of 
such review!; 


(b) In the event such deviation from Applicant’s 
$1.00 amortized cost price per share exceeds % of 1 
percent, a requirement that the directors will 
promptly consider what action, if any, should be 
initiated. 


(c) Where the board of directos believes the extent 
of any devation from Applicant's $1.00 amortized 
cost price per share may result in material dilution or 
other unfair results to investors or existing 
shareholders, it shall take such acton as it deems 
appropriate to eliminate or to reduce to the extent 
reasonably practicable such dilution or unfair 
results, which may include; redemption of shares in 
kind; selling protfolio instruments prior to maturity 
to realize capital gains or losses, or to shorten the 
average maturity of portfolio instruments Applicant; 
withholding dividends; or utilizing a net asset value 
per share as determined by using market 
quotations. 


3. Applicant will maintain a dollar-weighted average 
portfolio maturity appropriate to its objective of 
maintaining a stable net asset value per share; 
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provided, however, that it will not (a) purchase any 
instrument with a remaining maturity of greater than 
one year, or (b) maintain a dollar-weighted average 
portfolio maturity which exceeds 120 days’. 


4. Applicant will record, maintain, and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in paragraph 1, above, and 
Applicant will record, maintain and preserve for a 
period of not less than six years (the first two years in 
an easily accessible place) a written record of the 
directors’ consideration and actions taken in 
connection with the discharge of their 
responsibilities, as set forth above, to be included in 
the minutes of the directors’ meetings. The 
documents preserved pursuant to this condition 
shall be subject to inspection by the Commission in 
accordance with Section 31(b) of the Act, as if such 
documents were records required to be maintained 
pursuant to rules adopted under Section 31(a) of the 
Act. 


5. Applicant will limits its portfolio investments, 
including repurchase agreements, to those United 
States dollar denominated instruments which the 
directors determine present minimal credit risks, 
and which are of “high quality” as determined by any 
major rating service or, in the case of any instrument 
that is not rate, of comparable quality as determined 
by the directors. 


6. Applicant will include in each quarterly report, as 
an attachment to Form N-1Q, a statement as to 





'To fulfill this condition, Applicant intends to use 
actual quotations or estimates of market value 
reflecting current market conditions chosen by the 
directors in the exercise of their discretion to be 
appropriate indicators of value which may include, 
inter alia, (1) quotations or estimates of market value 
for individual portfolio instruments, or (2) values 
obtained from yield data relating to classes of money 
market instruments published by reputable 
sources. 


In fulfilling this condition, if the disposition of a 
portfolio security results in a_ dollar-weighted 
average portfolio maturity in excess of 120 days, 
Applicant will invest its available cash in such a 
manner as to reduce the dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 
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whether any action pursuant to paragraph 2(c) 
above was taken during the preceding fiscal quarter 
and, if any such action was taken, will describe the 
nature and circumstances of such action. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 19, 1981, at 5:30 
p.m., submit to the Commission in writing as a 
request for a hearing on the application 
accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or 
he may request that he be notified if the Commission 
shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicant at the address 
stated above. Proof of such service (by affidavit or, in 
the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following said 
date unless the Commission thereafter orders a 
hearing upon request or upon the commission’s own 
motion. Persons who request a hearing, or advice as 


to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11517/December 24, 1980 


In the Matter of 

DELAWARE CASH RESERVE II, INC. 

Seven Penn Center Plaza 

Philadelphia, Pennsylvania 19103 

(811-3026) 

NOTICE OF FILING OF AN APPLICATION 


PURSUANT TO SECTION 8(f) OF THE ACT FOR AN 
ORDER DECLARING THAT COMPANY HAS CEASED 
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TO BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Delaware Cash 
Reserve Il, Inc. (‘Applicant’), an open-end 
diversified management investment company 
registered under the Investment Company Act of 
1940 (“Act”), filed an application pursuant to 
Section 8(f) of the Act on November 13, 1980, for an 
order of the Commission declaring that Applicant 
has ceased to be an investment company as defined 
in the Act. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Applicant states that it registered under the Act on 
March 27, 1980 and that it has merged with 
Delaware Cash Reserve, Inc. According to the 
application, the board of directors of Applicant and 
Delaware Cash Reserve, Inc., met on various 
occasions and at a special meeting held August 5, 
1980, adopted a plan of merger which would take 
place on August 13, 1980. Applicant states that 
Delaware Cash Reserve, Inc., made an offer to 
Applicant’s shareholders on August 6, 1980, to 
exchange shares on a share for share basis at the 
close of business on August 13, 1980. Applicant 
states that Delaware Cash Reserve, Inc., made an 
offer to Applicant’s shareholders on August 6, 1980, 
to exchange shares on a share for share basis at the 
close of business on August 13, 1980. The 
application states that immediately prior to the 
exchange, a dividend was paid to Applicant’s 
shareholders for income earned through August 13, 
1980. Applicant represents that shareholders who 
did not respond to the offer of exchange were 
automatically exchanged, while shareholders who 
objected in writing to the exchange were redeemed 
involuntarily and checks were sent to them for the 
proceeds of their shares. Applicant states that 
immediately prior to the merger it had 5,690,724 
share of common stock outstanding and a net asset 
value per share of $10.00 on an amortized cost basis 
and $9.997 per share on a mark to market basis. the 
application states that articles of merger were filed 
with the state of Maryland on August 13, 1980. 


Applicant further states that total costs in 
connection with the merger were $21,525, which 
were borne by Delaware Management Company, 
Inc., Applicant’s investment manager. Applicant 
represents that all of its assets, which consisted of 
money market insturments, were acquired at thier 
value on an amortized cost basis by Delaware Cash 
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Reserve, Inc., and that no brokerage commissions 
were paid. The application states that Applicant has 
no securities holders and is not now engaged nor 
proposes to engage in any business activity. 


Section 8(f) of the Act provides, in pertinent part, 
that when the Commission upon application, finds 
that a registered investment company has ceased to 
be an investment company, it shall so declare by 
order and upon the effectiveness of such order, the 
registration of such company shall cease to be in 
effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 13, 1981, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 


of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11518/December 24, 1980 


In the Matter of 


AMERICAN MUSIC STORES, INC. 
P. O. Box 126 
Bloomfield Hills, Michigan 48013 


(811-2656) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
8(f) OF THE ACT FOR AN ORDER DECLARING THAT 
COMPANY HAS CEASED TO BE AN INVESTMENT 
COMPANY 


NOTICE IS HEREBY GIVEN that American Music 
Stores, Inc. (“Applicant”), a closed-end, non- 
diversified management investment company 
registered under the Investment Company of 1940 
(“Act”), filed an application pursuant to Section 8(f) 
of the Act on January 28, 1980, and an amendment 
thereto on July 31, 1980, for an order of the 
Commission declaring that Applicant has ceased to 
be an investment company as defined in the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


On July 28, 1976, Applicant registered under the Act 
and on October 29, 1976, Applicant filed its 
registration statement on form N-8B-1. Applicant 
states that it has not issued any securities to the 
public since becoming a registered investment 
company and has not filed any registration 
statements under the Securities Act of 1933. 
Applicant represents that its only public offering 
took place in 1965 when it was an operating 
company. The application states that it was 
Applicant’s intention to liquidate and dissolve from 
the time it filed its registration statement. According 
to the application, Applicant’s board of directors 
adopted a plan of liquidation on August 11, 1977, 
and December 9, 1977. On November 28, 1978, 
Applicant’s shareholders approved of Applicant’s 
dissolution and on that date the board of directors 
authorized the creation of a liquidating trust in 
accordance with the plan of liquidation. Applicant 
represents that its certificate of dissolution was filed 
with the state of Delaware on December 11, 1978, 
and that Applicant was dissolved in accordance with 
Delaware law. The application states that Applicant 
is not a party to any litigation or administrative 
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proceedings. 


Applicant states that a first liquidating distribution 
has been made to all shareholders except those who 
failed to file necessary forms and that a final 
liquidating distribution has been made. all 
shareholders except those failing to return their 
stock certificates. Applicant indicates that it has set 
aside funds to pay first and final liquidating distri- 
butions to such shareholders. According to the 
application, as of June 20, 1980, 62 shareholders, 
who own 2,392 shares of Applicant’s common stock 
in the aggregate, did not receive the first liquidating 
distribution for failure to file necessary forms, and 
are entitled to $26,192.40 in the aggregate as a first 
liquidating distribution. In addition, Applicant states 
that as of June 20, 1980, 222 shareholders, owning 
35,114 shares of Applicant’s common stock in the 
aggregate, did not receive the final liquidating 
distribution for failure to submit stock certificates, 
and are entitle to $31,953.74 in the aggregate. 
Applicant represents that except for a broker owning 
1,000 shares on behalf of customers, it has been 
unable to locate the shareholders who failed to file 
necessary forms. The application states that a 
representative of Applicant has attempted to locate 
such shareholders: (1) by reviewing the Detroit 
telephone directory to determine whether any such 
stockholders have different address; (2) by placing 
an advertisement in the April 30, 1980, edition of the 
Detroit Free Press; (3) by placing an advertisement 
in the June 5, 1980, Mid-Western edition of the Wall 
street Journal; (4) by placing an advertisement inthe 
June 11, 1980, Western edition of the Wall Street 
Journal; (5) by placing an advertisement in the June 
11, 1980, Eastern edition of the Wall Street Journal; 
and (6) by placing an advertisement in the June 11, 
1980, South-Western edition of the Wall Street 
Journal. 


Applicant states that the Detroit Bank and Trust 
Company will hold the amounts due such 
shareholders until the necessary filings are made or 
until the time periods have elapsed such that the 
amounts pass under the escheat laws of the various 
states to the shareholder's last known state of re- 
sidence, based upon Applicant’s books. Applicant 
further states that as of June 20, 1980, $26,500 in 
cash and commerical paper was held by the trustee 
of the liquidating trust at the National Bank of Detroit 
for the payment of all known and contingent 
liabilities of Applicant and costs of liquidation, which 
do not include liquidating distributions. According to 
the application, the trustee estimates that all such 
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amounts will be distributed within 60 to 90 days from 
the receipt of the requested order and the filing of 
final tax returns. Applicant states that any amounts 
not required for the payment of known and 
contingent liabilities of Applicant and costs of 
liquidation will be donated to charity, subject to 
approval of Applicant’s board of directors. Applicant 
estimates these amounts to be less than $7,000. 


Section 8(f) of the Act provides, in pertinent part, 
that when the commission, upon application, finds 
that a registered investment company has ceased to 
be an investment company, it shall so declare by 
order and upon the effectiveness of such order, the 
registration of such company shall cease to be in 
effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 12, 1981, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11519/December 30, 1980 


In the Matter of 


AMERICAN BIRTHRIGHT TRUST MANAGEMENT 
INC., 

RICHARD J. SLUGGETT, 

RICHARD S. FREEDMAN, 


File N. 812-4790 
Investment Company Act of 1940 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 9(c) OF THE INVESTMENT COMPANY ACT 
OF 1940 AND ORDER OF TEMPORARY EXEMPTION 
PENDING DETERMINATION OF THE APPLICATION 


NOTICE IS HEREBY GIVEN that American Birthright 
Trust Management, Inc. (“ABTM”), Richard J. 
Sluggett (“Sluggett”) and Richard S. Freedman 
(“Freedman”), collectively referred to herein as 
“Applicants,” have filed an application pursuant to 
Section 9(c) of the Investment Company Act of 
1940, 15 U.S.C. §80a-1, et seqg., as amended (the 
“Act’), for an order granting them an exemption 
from the provisions of Section 9(a) of the Act, anda 
temporary exemption from Section 9(a) pending the 
Commission’s determination of the application for a 
permanent exemption. 


All interested persons are referred to the application 
on file with the Commission for a statement of the 
representations therein, pretinent part of which are 
summarized below. 


On December 30, 1980, Applicants were name, with 
others, as defendants in Civil Action No. 80-3306, 
brought by the Commission in the United States 
District Court for the District of Columbia (the 
“action”). The Commission’s Complaint alleged that 
ABTM, Sluggett and Freedman violated Section 
17(a)(2) of the Securities Act of 1933 and Section 
15(c) and 20(a) of the Act, and tha ABTM also 
violated Sections 36(a) and (b) of the Act, in 
connection with the operation of two registered 
investment companies, American Birthright Trust 
and Tax-Managed Fund for Utility Shares 
(collectively, the “Funds”). Without admitting or 
denying any allegations of violations, Applicants, on 
the same date the Complaint was filed, consented to 
the entry of a final judgment (the “Judgment”) by the 
court. The Judgment that would constitute violations 
of the statutory provisions cited above, and provides 
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other remedial relief consented to by Applicants. 


Section 9(a) of the Act, insofar as is pertinent here, 
disqualifies any person, or any company with which 
such person is affiliated, from acting in the capacity 
of employee, officer, director, member of any 
advisory board, investment adviser, or depositor for 
any registered investment company, or principal 
underwriter for any registered open-end company, 
registered unit investment trust, or registered face- 
amount certificate company if such person is by 
reason of any misconduct enjoined by any court of 
competent jurisdiction from engaging in or 
continuing any conduct or practice in connection 
with the purchase or sale of any security. Applicants 
do not concede that the Judgment would disqualify 
them under Section 9(a) of the Act. 


Section 9(c) provides that upon application the 
Commission shall grant an exemption from the 
provisions of Section 9(a), either unconditionally or 
on an appropriate temporary or other conditional 
basis, if it is established that the prohibitions of 
Section 9(a), as applied to the appicant, are unduly 
or disproportionately severe or that the conduct of 
such person has been such as not to make it against 
the public interest or protection of investors to grant 
such application. 


Applicants have submitted an application pursuant 
to Section 9(c) of the Act stating, inter alia, that: 


(1) The prohibitions of Section 9(a) of the Act would 
be unduly and disproportionately severe as applied 
to them and that their conduct has not been such as 
to make it against the public interest or protection of 
investors to grant the requested exemption. 


(2) The Commission’s action presented complex 
and novel issues of law and fact relating to the 
determination of investment advisory fees and other 
matters. 


(3) Applicants acted in good faith in a manner they 
believed to be in the interests of the funds without 
challenge from the Commission prior to the 


commencement of the investigation which 
preceded the civil action referred to above. 


(4) Prior to the judgment referred to above, no 
finding or judgment relating to violations of federal 
or state securities laws have ever been entered by 
any court against the Applicants. 
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(5) The prohibitions of Section 9(a) would unfairly 
deprive ABTM of its ability to act as investment 
adviser to and principal underwriter for the Funds 
and other investment companies (a line of business 
which ABTM has been successfully engaged in for 
the preceding 13 years), would unfairly deprive 
Sluggett of his ability to act as an officer and director 
of ABTM and the Funds (positions he has held since 
the inception of the Funds and through which he has 
managed the growth and development of the Funds) 
and of any other investment companies which may 
be advised by ABTM, and would unfairly deprive 
Freedman of his ability to act as an officer of ABTM 
(in which he holds a key position of responsibility for 
the Fund’s operations), and as an officer or director 
of any investment companies which may be advised 
by ABTM. 


(6) If the requested relief from Section 9(a) of the 
Act is not granted, the Funds and their shareholders, 
which have, throughout the Funds’ existence, relied 
upon ABTM to provide investment advice and 
distribution, would be deprived of ABTM’s services. 
The prohibition of Section 9(a) could thus operate 
significantly to the detriment of the financial intersts 
of the Funds and their shareholders who were not 
involved in the events that gave rise to the action. 


(7) Applicants have never before applied for an 
exemption from the provisions of Section 9(a) of the 
Act. 


(8) In consenting to a settlement of the 
Commission’s action, Applicants have relied on an 
agreement by the staff of the Commission not to 
oppose an application for a permanent exemption 
from the provisions of Section 9(a) of the Act, based 
solely on the Judgment or the allegations in the 
Commission’s Complaint, and on the Commission’s 
agreement immediately to issue an order of 
temporary exemption from the provisions of Section 
9(a) of the Act. 


The Commission has considered the matter and 
without agreeing with all the representations of the 
Applicants and in light of the relief granted by the 
court in the action described above, finds that: 


(1) The prohibitions of Section 9(a) may be unduly 
or disproportionately severe as applied to Applicants 
and any investment companies for which ABTM may 
be an investment adviser; and 


(2) In order to maintain the uninterrupted services 
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provided by ABTM to the Funds, it is necessary and 
appropriate in the public interest, and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act, that a temporary order be issued forthwith. 


Accordingly, IT IS ORDERED that, pursuant to 
Section 9(c) of the Act, ABTM and its directors, 
officers and employees, including Richard J. 
Sluggett and Richard S. Freedman, as of the date of 
this Order, be and hereby are granted a temporary 
exemption from the prohibitions of Section 9(a) of 
the Act with respect to their affiliation with the Funds 
and any other investment adviser, pending final 
determination by the Commission of the application 
for an order granting them an exemption from such 
prohibitions. 


NOTICE IS FURTHER GIVEN that any interested 
party may, not later than January 26, 1981, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request and the issues of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
(air mail if the person being served is located more 
than 500 miles from the point of mailing) upon Allan 
S. Mostoff, 888 17th Street, N.W., Washington, D.C. 
20006. Proof of such service (by affidavit or, in the 
case of an attorney-at-law, by certificate) shall be 
filed comtemproaneously with the request. At any 
time after said date, as provided in Rule 0-5 of the 
Rules and Regulations promulgated under the Act, 
an order disposing of the application herein may be 
issued by the Commission upon the basis of the 
information stated in said application, unless an 
order for hearing upon said application shall be 
issued upon request or upon the Commission’s own 
motion. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive notice of 
further developments in this matter, including the 
date of the hearing (if ordered) and any 
postponements thereof. 


By the Commisson. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11520/December 31, 1980 


In the Matter of 


SHORT-TERM INVESTMENTS CO. 
11 Greenway Plaza 

Suite 1919 

Houston, Texas 77046 


(812-4729) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR EXEMPTION FROM 
SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
and 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Short-Term 
Investments Co. (‘Applicant’), an open-end, 
diversified management investment company, filed 
an application on September 5, 1980, pursuant to 
Section 6(c) of the Investment Company Act of 1940 
(“Act”), requesting an order of the Commission 
exempting Applicant from the provisions of Section 
2(a)(41) of the Act and Rules 2a-1 and 22c-1 
thereunder, to the extent necessary to permit 
Applicant's assets to be valued at amortized cost. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant represents that it is a “money market” 
fund designed as an investment vehicle for 
institutions holding short-term cash _ reserves. 
Applicant further states that its investment objective 
is to maximize current income to the extent 
consistent with the preservation of capital and the 
maintenance of liquidity, and that it will pursue this 
objective by investing in high-grade money market 
instruments. Applicant also states that the money 
market instruments in which it will invest will 
normally have maturities of six months or less from 
the date of purchase, and, with the exception of 
securities subject to repurchase agreements, in no 
case will Applicant purchase a security having a 
maturity in excess of one year, or maintain a dollar- 
weighted average maturity with respect to its 
portfolio securities in excess of 120 days. 


Applicant states that it will invest exclusively in the 
following types of money market instruments in 
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seeking to fulfill its investment objectives: (i) 
securities issued or guaranteed as to principal and 
interest by the United States Government or by its 
agencies or instrumentalities; (ii) certificates of 
deposit, time or savings deposits, and bankers’ 
acceptances of domestic commercial banks, 
savings banks and savings and loan associations 
having total assets in excess of $1 billion as of the 
date of their most recently published financial 
statements; (iii) certificates of deposit and time 
deposits of London branches of domestic banks 


, having total assets in excess of $1.5 billion as of the 


date of their most recently published financial 
statements; (iv) commerical paper, including 
variable amount master notes, which (a) is rated (at 
the time of purchase) A-1 by Standard and Poor’s 
Corporation (“S&P”) or Prime-1 by Moody’s Investors 
Service, Inc. (“Moody’s”) or (b) if not rated, is issued 
by a company having an outstanding debt issue 
rated (at the time of purchase) AA or better by S&P or 
Aa or better by Moody’s; and (v) certain repurchase 
agreements pertaining to the above securities, 
subject to certain restrictions. 


Applicant states that it is primarily intended for use 
by banks and other institutions acting in a fiduciary, 
advisory, agency, custodial, or similar capacity. 
Applicant further states that in its experience, two 
factors have appeared to be particularly helpful in 
attracting investment in a fund such as Applicant: 
(1) stability of principal, and (2) a steady flow of 
investment income. Applicant believes that by main- 
taining a portfolio of high quality money market 
instruments it can provide investors with these 
features. Applicant states that while the large, 
sophisticated investors which will own its shares 
would not be concerned with differences which 
could occur between pricing by a market valuation 
method and the yield they obtain pursuant to 
amortized cost valuation, such investors will require 
that the yield not exhibit the volatility that can occur 
through use of “mark-to-market” valuation. 


As here pertinent, Section 1(a)(41) of the Act defines 
value to mean: (1) with respect to securities for 
which market quotations are readily available, the 
market value of such securities; and (2) with respect 
to other securities and assets, fair value as 
determined in good faith by the board of directors. 
Rule 22c-1 adopted under the Act provides, in part, 
that no registered investment company or principal 
underwriter therefor issuing any redeemable 
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security shall sell, redeem or repurchase any such 
security except at a price based on the current net 
asset value of such security which is next computed 
after receipt of a tender of such security for 
redemption or of an order to purchase or to sell such 
security. 


Rule 2a-4 adopted under the Act provides, as here 
relevant, that the “current net asset value” of a 
redeemable security issued by a registered 
investment company used in computing its price for 
the purposes of distribution, redemption and 
repurchase shall be an amount which reflects 
calculations made substantially in accordance with 
the provisions of that rule, with estimates used 
where necessary or appropriate. Rule 2a-4 further 
states that portfolio securities with respect to which 
market quotations are readily available shall be 
valued at current market value, and that other 
securities and assets shall be valued at fair value as 
determined in good faith by the board of directors of 
the registered company. Prior to the filing of the 
application, the Commission expressed its view that, 
among other things: (1) Rule 2a-4 under the Act 
requires that portfolio instruments of “money 
market” funds be valued with reference to market 
facts, and (2) it would be inconsistent, generally, 
with the provisions of Rule 2a-4 for a “money 
market” fund to value its portfolio instruments onan 
amortized cost basis (Investment Company Act 
Release No. 9786, May 31, 1977). In view of the 
foregoing, Applicant requests exemptions from the 
provisions of Section 2(a)(41) of the Act, and Rules 
2a-4 and 22c-1 thereunder, to the extent necessary 
to permit Applicant to value its portfolio securities by 
means of the amortized cost method of valuation 
(i.e., valuing securities at cost, adjusted for 
amortization of premium or accretion of discount). 


Section 6(c) of the Act provides, in pertinent part, 


that the Commission, upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities, or transactions, from any 
provision or provisions of the Act or of any rule or 
regulation thereunder, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Applicant submits that the issuance of the 


requested order is consistent with the exemptive 
standards of Section 6(c) of the Act. Applicant 
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represents, for example, that its board of directors 
has determined in good faith, in light of Applicant’s 
characteristics, that the amortized cost method of 
valuing portfolio securities is appropriate, and 
preferable for Applicant, and would reflect the fair 
value of its portfolio securities: Applicant further 
states that the experience of its investment ad- 
viser, AIM Advisors, Inc., in managing other invest- 
ment companies, has demonstrated that, given the 
nature of Applicant’s policies and operations, there 
will normally be a negligible discrepancy between 
prices determined by use of the amortized cost 
method and those determined by a market valuation 
method. In addition, Applicant expressly consents to 
issuance of the reauested order on the basis of the 
following conditions: 


1. In supervising Applicant’s operations and 
delegating special responsibilities involving 
portfolio management to the Applicant’s investment 
adviser, Applicant’s board of directors undertakes— 
as a particular responsibility with the overall duty of 
care owed to its shareholders—to establish 
procedures reasonably designed to take into 
account current market conditions and Applicant’s 
investment objectives, to stabilize Applicant's net 
asset value per share, as computed for the purpose 
of distribution, redemption and repurchase, at $1.00 
per share. 


2. Included within the procedures to be adopted by 
the board of directors shall be the following: 


(a) Review by Applicant’s board of directors, as it 
deems appropriate and at such intervals as are 
reasonable in light of current market conditions, to 
determine the extent of deviation, if any, of 
Applicant’s net asset value per share as determined 
by using available market quotations from its $1.00 
amortized cost price per share, and maintenance of 
records of such review.' 


(b) In the event such deviation from the $1.00 
amortized cost price per share exceeds % of 1%, a 





'To fulfill this condition, Applicant will use actual 
quotations or estimates of market value reflecting 
current market conditions selected by its board of 
directors in the excercise of its discretion to be 
appropriate indicators of value, which may include, 
inter alia, (i) quotations or estimates of market value 
for individual portfolio instruments, or (ii) values 
obtained from yield data relating to classes of money 
market instruments furnished by reputable sources. 
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requirement that the board of directors will promptly 
consider what action, if any, should be initiated. 


(c) Where the board of directors believes the extent 
of any deviation from Applicant’s $1.00 amortized 
cost price per share may result in material dilution or 
other unfair results to investors or existing share- 
holders, it shall take such action as it deems 
appropriate to eliminate or to reduce to the extent 
reasonably practicable such dilution or unfair 
results, which may include: redemption of shares in 
kind; the sale of portfolio securities prior to maturity 
to realize capital gains or losses, or to shorten 
Applicant’s average portfolio maturity; withholding 
dividends; or utilizing a net asset value per share as 
determined by using available market quotations. 


3. Applicant will maintain a dollar-weighted average 
portfolio maturity appropriate to its objective of 
maintaining a stable net asset value per share; 
provided, however, that Applicant will not (a) 
purchase any instrument with a remaining maturity 
at the date of acquisition of greater than one year, or 
(b) maintain a dollar-weighted average portfolio 
maturity in excess of 120 days.” 


4. Applicant will record, maintain and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in condition 1 above, and 
Applicant will record, maintain and preserve for a 
period of not less than six years (the first two years in 
an easily accessible place) a written record of the 
board of directors considerations and actions taken 
in connection with the discharge of its responsibili- 
ties, as set forth above, to be included inthe minutes 
of the board of directors’ meetings. The documents 
preserved pursuant to this condition shall be subject 
to inspection by the Commission in accordance with 
Section 31(b) of the Act, as if such documents were 
records required to be maintained pursuant to rules 
adopted under Section 31(a) of the Act. 


5. Applicant will limit its portfolio investments, 
including repurchase agreements, to those United 
States dollar-denominated instruments which 
Applicant’s board of directors determines present 
minimal credit risks, and which are of “high quality” 
as determined by any major rating service or, in the 
case of any instrument that is not rated, of 
comparable quality as determined by Applicant’s 
board of directors. 


6. Applicant will include in each quarterly report, as 
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an attachment to Form N-1Q, a statement as to 
whether any action pursuant to condition 2(c) was 
taken during the preceding fiscal quarter, and, if any 
such action was taken, Applicant will describe the 
nature and circumstances of such action. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 26, 1981, at 5:30 
p.m., submit to the Commission in writing, a request 
for a hearing on the application accompanied by a 
statement as to the nature of his or her interest, the 
reasons for such request and the issues, if any, of 
fact or law proposed to be controverted, or he or she 
may request that he or she be notified if the 
Commission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicant at the address 
stated above. Proof of such service (by affidavit or, in 
the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application herein will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








7In fulfilling this condition, if the disposition of a 
portfolio instrument results in a dollar-weighted 
average portfolio maturity in excess of 120 days, 
Applicant will invest its available cash in such a 
manner as to reduce its dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11521/December 31, 1980 


In the Matter of 


EMPIRE STATE MUNICIPAL EXEMPT TRUST, 
GLICKENHAUS & CO., 
LEBENTHAL & CO., INC., 
and 
MOSELY, HALLGARTEN, ESTABROOK 
& WEEDEN INC. 
c/o Glickenhaus & Co. 
522 Fifth Avenue 
New York, New York 10036 


(812-4734) 


ORDER OF THE COMMISSION PERMITTING AN 
OFFER OF EXCHANGE PURSUANT TO SECTION 11 
OF THE ACT AND PURSUANT TO SECTION 6(c) OF 
THE ACT GRANTING AN EXEMPTION FROM THE 
PROVISIONS OF SECTION 22(d) OF THE ACT 


On December 1, 1980, a notice was issued 
(Investment Company Act Release No. 11467) of an 
application filed on September 10, 1980, and 
amendments thereto on September 30, 1980, and 
November 25, 1980, by Empire State Municipal 
Exempt Trust (“Trust”-), registered under the 
Investment Company Act of 1940 (“Act”) as a unit 
investment trust, and its sponsors, Glickenhaus & 
Co., Lebenthal & Co., Inc., and Mosely, Hallgarten, 
Estabrook & Weeden Inc. (collectively, ‘“Sponsors”) 
(the Trust and the Sponsors are collectively, 
“Applicants”’), requesting an order of the 
Commission (1) pursuant to Section 11 of the Act 
permitting exchange of units of series of the Trust for 
units of other such series at net asset value plus a 
fixed and reduced sales charge per unit, pursuant to 
an exchange option, and (2) for an order pursuant to 
Section 6(c) of the Act exempting Applicants from 
the provisions of Section 22(d) of the Act to the 
extent necessary to permit such exchanges. 


The notice gave interested persons an opportunity 
to request a hearing, and stated that an order 
disposing of the application would be issued as of 
course unless a hearing should be ordered. No 
request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
granting of the requested exemption is appropriate 
in the public interest and consistent with the 
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protection of investors and the purposes fairly 


intended by the policy.and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 11 of the Act, 
that the proposed offer of exchange be, and hereby 
is, approved, and 


IT 1S FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the application for exemption from 
the provisions of Section 22(d) of the Act, to the 
extent requested, be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. 
Secretary 


Fitzsimmons 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11522/December 31, 1980 


In the Matter of 


FUNDAMENTAL TRUST SHARES, SERIES A 
206-7 Bank of America Building 

111 South El Camino Real 

San Clemente, California 92672 


(811-119) 


NOTICE OF PROPOSAL TO TERMINATE 
REGISTRATION PURSUANT TO SECTION 8(f) OF 
THE INVESTMENT COMPANY ACT OF 1940 


NOTICE IS HEREBY GIVEN that the Commission 
proposes, pursuant to Section 8(f) of the Investment 
Company Act of 1940 (“Act”), to declare by order on 
its own motion that Fundamental Trust Shares, 
Series A (“Fund”), registered under the Act as a unit 
investment trust, has ceased to be an investment 
company as defined in the Act. 


Information contained in the files of the Commission 
indicates that the Fund registered under the Act on 
November 1, 1940. The Commission’s files further 
indicate that the Fund’s depositor, Fundamental 
Group Corporation was organized under the laws of 
the State of New York on September 17, 1930. The 
Fund filed a registration statement pursuant to the 
Securities Act of 1933 (“1933 Act”) on July 15, 1933, 
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in order to make a public offering of its shares. Such 
registration statement was declared effective on July 
27, 1933, and a public offering commenced shortly 
thereafter. The last Form N-30A-1 filed by the Fund 
with the Commission on September 22, 1947, 
indicates that on December 31, 1946, the Fund had 
218,000 shares outstanding. The files of the 
Commission further indicate that the last 
communication the staff had with the Fund was in 
September, 1949. Furthermore, the Secretary of 
State of the State of New York has advised the staff of 
the Commission that Fundamental Group 
Corporation, the Fund’s depositor, was dissolved by 
proclamation on December 15, 1955, for failing to 
pay the necessary New York state franchise taxes. 
Thus, it appears that the Fund is not currently 
engaged in the business of an investment company. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion or 
upon application, finds that a registered investment 
company has ceased to be an investment company 
it shall so declare by order and, upon the 
effectiveness of such order, the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 23, 1981, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reasons 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of 
such request shall be served personally or by mail 
upon the Fund at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of this matter will 
be issued as of course following said date unless the 
Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11523/December 31, 1980 


In the Matter of 


SUPERVISED CASH ACCOUNT, INC. 
120 South LaSalle Street 
Chicago, Illinois 60603 


(811-3017) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Supervised Cash Account, Inc. (“Applicant”), 
registered under the Investment Company Act of 
1940 (‘Act’) as a diversified, open-end, 
management investment company, filed an 
application on September 18, 1980, for an order of 
the Commission, pursuant to Section 8(f) of the Act, 
declaring that Applicant has ceased to be an 
investment company as defined by the Act. 


On December 3, 1980, a notice was issued 
(Investment Company Act Release No. 11470) ofthe 
filing of the application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing should 
be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company 
as defined by the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration under the Act of Supervised 
Cash Account, Inc., shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11524/December 31, 1980 


In the Matter of 


KREDIETBANK N.V. 
and 


KREDIETBANK NORTH 
AMERICAN FINANCE CORP. 

c/o James G. Johnson, Jr., Esq. 
Cleary, Gottlieb, Steen & Hamilton 
1 State Street Plaza 

New York, New York 10004 


(812-4759) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANTS FROM ALL PROVISIONS 
OF THE ACT 


NOTICE IS HEREBY GIVEN that Kredietbank N.V. 
(“Kredietbank”) and Kredietbank North American 
Finance Corp. (“KB Finance’, together with 
Kredietbank, the “Applicants’) filed an application 
on October 31, 1980, and an amendment thereto on 
December 15, 1980, for an order of the Commission, 
pursuant to Section 6(c) of the Investment Company 
Act of 1940 (the ‘“Act”), exempting Applicants from 
all provisions of the Act. All interested persons are 
referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicants represent that Kredietbank is the third 
largest commercial bank in Belgium and engages in 
“full service” commercial banking in Belgium and 
abroad. They further state that at March 31, 1980, 
Kredietbank had total assets of approximately $13.8 
billion. (All dollar amounts are computed using the 
exchange rate as of March 31, 1980, of 31.17 
Belgian francs per United States dollar.) The 
application states that Kredietbank’s principal office 
is located at Arenbergstraat 7, 1000 Brussels, and 
that it maintains in the United States a state-licensed 
branch and representative office at 450 Park 
Avenue, New York, New York 10017, and a 
representative office at 2 Peachtree Street, Atlanta, 
Georgia 30303. In addition, Kredietbank has applied 
for a license to operate a representative office in St. 
Louis, Missouri. Applicants state that KB Finance, a 
newly incorporated Delaware corportion, was 
established as a financing vehicle for Kredietbank’s 
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activities outside Belgium, and that its principal 
office will be at 2 Peachtree Street, Atlanta, Georgia 
30303. Applicants represent that the principal areas 
of activity of Kredietbank are the extension of credit 
and the receipt of deposits; and that at March 31, 
1980, its loans and advances of approximately 
$8,365 million accounted for approximately 60% of 
its total assets, its deposits and medium-term, 
negotiable time deposits of approximately $12,571 
million accounted for approximately 90% of its 
liabilities, and 30% of its total assets consisted of 
securities issued or guaranteed by the Belgian 
government. For the fiscal year ended March 31, 
1980, interest and commissions in connection with 
commercial banking activities accounted for 67% of 
Kredietbank’s gross revenues. Applicants state that 
at March 31, 1980, approximately 42.5% of the 
common stock of Kredietbank was owned by Almanij 
N.V., a publicly traded financial holding company. 


The application further states that Kredietbank has 
applied to the Federal Reserve Board (the “Board”) 
for approval of its acquisition of 74% of the capital 
stock of KB Business Credit Inc. (“KB Business 
Creuit”), a newly formed New York corporation 
which would be engaged in extending secured and 
unsecured credit to business exterprises and in 
making leases of personal property in accordance 
with the regulations of the Board. Such approval was 
granted on October 28, 1980. 


According to the application, Kredietbank engages 
in various types of investment banking activities 
outside the United States, in common with all major 
European banks and many foreign merchant 
banking subsidiaries of American banks. Applicants 
state that these activities consist principally of 
underwriting governmental, quasi-governmental 
and corporate issues in the Belgian and 
Eurosecurities markets, as well as related secondary 
market transactions, and that Kredietbank also acts 
as an investment adviser to individuals, corporate 
pension funds and mutual funds and as a custodian 
of securities. They further state that these 
investment banking, advisory and custodianship 
activities only accounted for approximately 8.5% of 
Kredietbank’s net income for the fiscal year ended 
March 31, 1980. 


Applicants represent that the principal business of 
KB Finance will be to act as a financing vehicle for 
operations of Kredietbank and its affiliates outside of 
Belgium, and to sell short-term notes in the United 
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States. Applicants further represent that the 
proceeds of any borrowings made by KB Finance will 
be relent to, or deposited with, Kredietbank and its 
affiliates. It is also represented that KB Finance will 
not deal with its rights relating to its loans to or 
deposits with Kredietbank and its affiliates, nor will it 
deal with or trade in securities. Under current 
Belgian law, if Kredietbank were to issue 
commercial paper notes directly, a Belgian 
withholding tax could be imposed on that portion of 
payment on the Notes which constitutes interest. No 
United States withholding taxes will be imposed, 
however, on payment of interest on the Notes by KB 
Finance, nor will Belgian withholding tax be imposed 
on interest payments by Kredietbank to KB Finance. 


Applicants state that Kredietbank’s activities are 
subject to a variety of regulatory measures in 
Belgium, principally administered by the Belgian 
Banking Commission, with which all Belgian 
commercial banks must be registered, and the 
Belgian National BVank, which supervises national 
monetary and credit policies and acts as a lender of 
last resort to the Banking System. According to the 
application, the Banking Commission is authorized 
to issue regulations concerning the solvency and 
liquidity of banks and has introduced capital 
adequacy tests which must be observed by Belgian 
banks in their financial operations. The Banking 
Commission currently requires banks to maintain an 
“equity ratio”, i.e. a level of equity with respect to 
various categories of assets covering adequately the 
degree of risk involved in such categories so as to 
assure that Kredietbank’s depositors are properly 
protected against loss. The application also states 
that banks are required to file monthly reports 
containing detailed financial information prepared 
according to accounting rules approved by the 
Banking Commission. Applicants state that the 
external audit of banks is conducted by independent 
auditors selected from a list of special auditors 
approved by the Banking Commission and that the 
auditors conduct weekly physical examinations of 
Kredietbank’s records and issue a detailed, semi- 
annual report to the Banking Commission. 


Applicants further state that Kredietbank, as a 
foreign bank with a branch in New York, is subject to 
the regulatory and reporting requirements of the 
Board relating to bank holding companies, pursuant 
to the International Banking Act of 1978. Applicants 
further represent that, on the basis of prior 
interpretations by the staffs of the Federal Reserve 
Bank of New York and the Board, Kredietbank does 
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not require the Board’s approval to acquire or control 
the shares of KB Finance and that the proposed 
operations of KB Finance will not violate any 
provisions of the Bank Holding Company Act of 
1956, as amended (the “1956 Act’). The application 
states that the 1956 Act provides that the Board has 
the power in certain circumstances to terminate 
certain U. S. activities of Kredietbank or terminate 
Kredietbank’s control of KB Finance. 


Applicants currently propose to have KB Finance 
issue and sell in the United States short-term 
negotiable promissory notes of the type generally 
referred to as commercial paper (the “Notes”). 
According to the application, the proceeds from the 
sale of the Notes (except for amounts needed to 
repay maturing securities issued by KB Finance) will 
be lent to or deposited with Kredietbank and/or lent 
to KB Business Credit, for use in the recipient’s 
lending operations, and that payment of the Notes 
will be unconditionally guaranteed by Kredietbank. 
The application states that, in addition, Kredietbank 
may issue the Notes directly if changes in the 
Belgian tax laws are effected that would eliminate 
the tax advantages of having KB Finance issue the 
Notes. 


According to the application, the Notes will be 
denominated in United States dollars; will be of 
prime quality and issued in minimum 
denominations of $100,000; will rank pari passu 
among themselves and equally with all other 
unsecured indebtedness, and superior to the rights 
of equity securities, issued by Kredietbank or KB 
Finance, as the case may be; will be sold through one 
or more major United States commercial paper 
dealers to traditional types of commercial paper 
purchasers, and will not be offered to the general 
public. Applicants state that while Kredietbank 
cannot predict with certainty the aggregate amount 
of the Notes which will be outstanding, it currently 
believes that during the first year of sale the 
aggregate amount of Notes outstanding will average 
between $150 million and $200 million. Applicants 
undertake to ensure that each dealer in the Notes 
will provide offerees, prior to any sale of Notes to 
such offerees, with a memorandum, updated as 
necessary, which describes the business of 
Kredietbank, KB Finance and KB Business Credit, 
which contains the most recent, publicly available 
audited fiscal year-end balance sheet and income 
statement of Kredietbank, accompanied by a 
description of any material differences between 
Belgian accounting principles applicable to 
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Kredietbank and generally accepted accounting 
principles applicable to United States banks. 
Applicants represent that such memoranda will be 
at least as comprehensive as those customarily used 
in offering commercial paper in the United States. 
Such memoranda will be updated as promptly as 
practicable to reflect material changes in the 
business or financial condition of the Applicants. 
Applicants consent to any order granting the relief 
requested under Section 6(c) of the Act being 
expressly conditioned upon its compliance with its 
undertakings regarding disclosure documents. 


Applicants represent that the presently proposed 
issue of commercial paper and all future issues of 
debt securities offered for sale in the United States 
by Kredietbank or KB Finance shall have received, 
prior to issuance, one of the three highest 
investment grade ratings from at least one nationally 
recognized statistical rating organization, and that 
its United States counsel shall have certified that 
such rating has been received. Applicants do not 
intend to register their offering of commercial paper 
under the Securities Act of 1933 (“1933 Act”) in 
reliance upon an opinion of their special United 
States legal counsel to the effect that the proposed 
offering of commercial paper is entitled to the 
exemption from the registration requirements 
contained in Section 3(a)(3) of the 1933 Act. 
Applicants will not market any Notes until they have 
received such an opinion etter. Applicant do not 
request Commission review or approval of such 
opinion letter, and the Commission expresses no 
opinion as to the availability of any such exemption. 
Applicants further undertake that, in respect of any 
future offerings of debt securities in the United 
States, they will obtain an opinion of legal counsel in 
the United States as to compliance with, or the 
availability of an exemption from, the 1933 Act. 


The application contains undertakings that, in 
connection with the sale of the Notes, Applicants will 
appoint a United States banking institution as 
authorized issuing agent of the Notes and that, both 
as to the Notes and any other debt securities which 
may be issued in the future, they will authorize such 
banking institution, the Commission or a corporate 
entity which normally acts in such capacity to accept 
any process served in any state or federal court 
action by a holder as to any such security. Applicants 
undertake to expressly accept the jurisdiction of any 
state or federal court in the City and State of New 
York in respect of any such action and to continue 
such appointment of an agent for service and such 
consent to jurisdiction until payment in full of all 
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amounts relating to the respective security is made. 
Applicants state that the authorized agent will not be 
a trustee for the holders of the Notes or otherwise 
obliged to act for them. Applicants represent that 
they will similarly consent to jurisdiction, and will 
appoint an agent for service of process in suits 
arising from any future offerings of debt securities 
that Kredietbank or KB Finance may offer for sale in 
the United States. 


Any future debt securities issued by KB Finance will 
be unconditionally guaranteed by Kredietbank. 
Applicants undertake that in connection with any 
future offering of debt securities they will distribute 
to offerees, prior to any sale of the securities being 
offered, disclosure documents at least as 
comprehensive as the dealer's memorandum 
referred to above, except that such undertaking shall 
not apply in connection with deposit-taking or other 
banking activities of Kredietbank’s New York branch 
or such other branches or agencies as it may 
establish in the United States under the regulation 
and supervision of federal or state banking 
authorities. In no event will such disclosure 
documents be less comprehensive than is 
customary for United States offerings of similar debt 
securities. In addition, any future offering of 
securities of the Applicants which is subject to the 
registration requirements of the 1933 Act will be 
made pursuant to offering documents which comply 
with the requirements of the 1933 Act. 


Section 3(a)(3) of the Act defines investment 
company to mean “any issuer which is engaged or 
proposes to engage in the business of investing, 
reinvesting, owning, holding, or trading in securities, 
and owns or proposes to acquire investment 
securities having a value exceeding 40 per centum 
of the value of such issuer's total assets (exclusive of 
Government securities and cash items) on an 
unconsolidated basis”. Applicants state that, while 
they believe they are not investment companies, 
they recognize that uncertainty exists concerning 
whether at least some foreign commercial banks 
may be considered to be investment companies as 
defined under the Act. 


Section 6(c) of the Act provides, in part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security or transaction, or any class or classes of 
persons, securities or transactions, from any 
provision of the Act, or any rule or regulation under 
the Act, if and to the extent that such exemption is 
necessary to appropriate in the public interest and 
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consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


Applicants assert that approval of their application 
would be appropriate in the public interest for 
several reasons. They represent that if Kredietbank 
and KB Finance were deemed investment 
companies and if their application were denied, then 
they would be precluded from publicly offering 
securities in the United States. Applicants assert 
that this effect would disadvantage them vis-a-vis 
the major American banks with which Kredietbank 
competes throughout the world. Applicants assert 
that such inequality of treatment of domestic and 
foreign banks appears to be inconsistent with the 
United States public interest regarding equal 
treatment of foreign and domestic banks in like 
circumstances, an interest explicitly reinforced by 
the United States Congress in enacting the 
International Banking Act of 1978. Finally, 
Applicants assert that the public interest would be 
served by permitting the kind of sophisticated 
United States investors which purchase commercial 
paper the opportunity to acquire commercial paper 
issued by Kredietbank and KB Finance. 


Applicants further assert that the requested 
exemption would be consistent with the protection of 
investors. Applicants cite, as support for this 
assertion, the extensive regulatory and other 
measures to which Kredietbank is subject in 
Belgium and the United States, the fact that their 
commercial paper will be short-term and of prime 
quality, and the fact that certain anti-fraud 
provisions of the federal securities laws will apply to 
the offering of the Notes. 


Applicants also assert that the specific exemption of 
American commerical banks from the provisions of 
the Act indicates a Congressional recognition that 
the dangers to investors to which the Act was 
directed are not present in the case of commercial 
banks subject to examination and supervision by 
banking authorities. 


Applicants assert that there are close similarities 
between Kredietbank and large American banks, 
that they are subject to substantial and varied 
regulation, and that the risks to investors in 
connection with purchases of securities of KB 
Finance guaranteed by Kredietbank would not be 
greater than those in connection with purchases of 
securities of large domestic banks. Applicants 
assert that from the point of view of protection of 
investors, exemption of the Applicants would appear 
to be as appropriate as the statutory exemption for 
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domestic banks. In addition, Kredietbank states that 
neither it nor KB Finance will obtain any advantage 
under United States federal or state regulatory laws 
as a result of issing the Notes through KB Finance, 
and Applicants state that the exemption they have 
requested will not give them any competitive 
advantage over U.S. banks in issuing commercial 
paper. 


Applicants assert that the rationale for granting an 
exemption under Section 6(c) to Kredietbank 
applies equally to KB Finance since the sole 
business of KB Finance will be to operate as a 
financing vehicle for Kredietbank and its affiliates. 
Applicants represent that KB Finance will not deal 
with its rights relating to loans to Kredietbank and its 
affiliates, nor will it deal with or trade in securities. 
They state that in light of the unconditional guaranty 
of the Notes by Kredietbank the purchase thereof 
will be equivalent to the purchase of obligations of 
Kredietbank. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 26, 1981, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. Proof 
of such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11525/December 31, 1980 


In the Matter of 


AMERICAN EMPIRE MUTUAL FUND, INC. 
Suite 420 

102 North Brand Boulevard 

Glendale, California 91203 


(811-2076) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On December 4, 1980, a notice was issued 
(Investment Company Act Release No. 11478) 
stating that the Commission proposed, pursuant to 
Section 8(f) of the Investment Company Act of 1940 
(Act), to declare by order on its own motion that 
American Empire Mutual Fund, Inc. (“Fund”) 
registered under the Act as an open-end, diversified 
management investment company, has ceased to 
be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to 


request a hearing and stated that an order disposing 
of the application would be issued unless a hearing 
should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the Fund has ceased to be an investment company. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of American Empire Mutual 
Fund, Inc. under the Act shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11526/December 31, 1980 


In the Matter of 


EXETER FUND, INC. 

1250 Drummers Lane 

(P. O. Box 1100) 

Valley Forge, Pennsylvania 19482 


(811-1344) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Exeter Fund, Inc. 
(“Applicant”), a Maryland corporation registered 
under the Investment Company Act of 1940 (“Act”) 
as an open-end, diversified, investment company, 
filed an application on October 23, 1980, for an order 
of the Commission pursuant to Section 8(f) of the 
Act, declaring that Applicant has ceased to be an 
investment company. All interested persons are 
referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicant states that on November 23, 1965, it 
registered under the Act, and that on the same date it 
filed a registration statement on Form S-5 pursuant 
to the Securities Act of 1933 for the public offer and 
sale of 1,000,000 shares of its capital stock. 
Applicant further states that it commenced a public 
offering of its shares immediately after such 
registration statement was declared effective by the 
Commission on January 19, 1966. 


Applicant states that on October 19, 1977, 
Applicant’s Board of Directors approved an 
Agreement and Plan of Reorganization 
(“Agreement”) between Applicant and First Index 
Investment Trust (now known as “Vanguard Index 
Trust”), a trust registered under the Act as an open- 
end, diversified, management investment company, 
which provided for (i) the acquisition by Vanguard 
Index Trust of substantially all the assets of 
Applicant in exchange for shares of beneficial 
interest of Vanguard Index Trust, (ii) the pro rata 
distribution of such shares of Vanguard Index Trust 
to shareholders of the Applicant according to their 
respective interests; and (iii) the dissolution and 
deregistration of the Applicant as an investment 
company. 
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The application states that Applicant and Vanguard 
Index Trust filed an application with the Commission 
on October 27, 1977 and amendments thereto on 
December 23, 1977, March 3, 1978 and March 21, 
1978, pursuant to Section 17(b) of the Act, for an 
order exempting from the provisions of Section 
17(a) of the Act, the transaction contemplated by the 
Agreement, and that such order was granted on April 
18, 1978 (Investment Company Act Release No. 
10210). Applicant states that the Agreement was 
approved by its shareholders on April 19, 1978 and 
the transaction consummated on April 30, 1978. 
Expenses incurred in implementing the Agreement 
were born by Vanguard Index Trust and Applicant. 
Applicant represents that it currently has no assets 
and no outstanding debts or other liabilities. It 
further represents that it is not a party to any 
litigation but is still technically a party to an 
application filed jointly by the investment 
companies in The Vanguard Group pursuant to 
Section 6(c), 17(b) and 17(d) and Rule 1/7d-1 
thereunder (File No. 812-4094; Admin. Proc. No. 3- 
5281) seeking a permanent order of the 
Commission permitting the funds in the Group to 
“internalize” their distribution expenses. Applicant 
also represents that it is not now engaged and does 
not propose to engage in any business activity other 
than that necessary to wind up its affairs. 


Section 8(f) of the Act provides, in part, that when the 
Commission upon application finds that a registered 
investment company has ceased to be an 
investment company, it shall so declare by order 
and, upon the taking effect of such order, the 
registration of such company shall cease to be in 
effect. 


NOTICE !S FURTHER GIVEN that any interested 
person may, not later than January 26, 1980, at 5:30 
p.m., submit to the Commission in writing, a request 
for a hearing on the application accompanied by a 
statement as to the nature of his or her interest, the 
reasons for such request and the issues, if any, of 
fact or law proposed to be controverted, or he or she 
may request that he or she be notified if the 
Commission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D. C. 20549. A copy of such request shall be served 
personally or by mail upon Applicant at the address 
stated above. Proof of such service (by affidavit or, in 
the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
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application herein will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11527/December 31, 1980 


In the Matter of 


HELLENIC AMERICAN DEVELOPMENT 
CORPORATION 

235 Montgomery Street, Suite 1020 

San Francisco, California 94104 


(812-4753) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER 
EXEMPTING APPLICANT FROM ALL PROVISIONS OF 
THE ACT 


NOTICE IS HEREBY GIVEN that Hellenic American 
Development Corporation (“Applicant”), a Delaware 
corporation, filed an application on October 22, 
1980, and an amendment thereto on December 22, 
1980, for an order pursuant to Section 6(c) of the 
Investment Company Act of 1940 (“Act”) exempting 
Applicant from all provisions of the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant states that it was organized under the laws 
of Delaware on October 17, 1980, primarily for the 
purpose of acquiring a 60% ownership interest in a 
Greek-chartered commercial bank (“Bank”) with 
headquarters in Athens, Greece. The Applicant 
states that it will register shares of common stock 
under the Securities Act of 1933 and distribute them 
in a public offering. Applicant estimates that it will 
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receive net proceeds of between $7,309,400 and 
$23,250,000 from the offering. All but $626,000 of 
these proceeds will be used to supply 60% of the 
capital of the Bank. The remaining 40% will be 
subscribed by Greek citizens resident in Greece. The 
Bank’s original capitalization will be not less than 
$12 million and is not expected to exceed $35 
million. Applicant represents that it does not have 
any present plans to establish any business 
operations in the United States other than in 
connection with the oversight and management of 
the Bank and other business interests in Greece. 


Applicant states that the Bank is the second Greek- 
chartered bank to receive authority to be majority- 
owned by private individuals or entities not resident 
in and citizens of Greece. As a majority-owner of the 
outstanding shares of the Bank, Applicant will be in 
position to elect 100% of the directors if it wishes to 
do so. Applicant asserts that it is its intent to 
introduce new operational technology and customer 
services typically offered by or through many 
domestic commercial banks in the United States 
and to operate the Bank ina manner more akin to the 
present United States model of commercial banks 
than the present Greek model of commercial banks. 
According to the application the Bank will be a full 
service banking institution offering individuals and 
domestic and interntional businesses a complete 
range of retail banking services including, among 
others, checking and savings accounts, loans, cash 
management services, financing, foreign exchange 
and commercial letters of credit. Applicant states 
that the Bank is authorized to engage in investment 
banking and securities brokerage transactions but 
will engage in such activities, if at all, only on an 
occasional or incidental basis. Applicant also states 
that the Bank has authorization to immediately 
establish a headquarters office in Athens, Greece, 
and five branch locations in the Athens-Piraeus area. 
Applicant states that the Bank does not have, nor 
does it presently intend to seek, authority to 
‘establish a representative or branch office in the 
United States or elsewhere outside Greece. 


Applicant further states that the Bank is highly 
regulated pursuant to Greek law, which provides for 
supervision by the Bank of Greece and the Currency 
Committee. Applicant states that these entities 
regulate the Bank’s capital reserves, loans and 
liquidity. Statutory law prohibits banks from 
engaging in insurance activities and limits the extent 
of equity participation banks may hold in an 
individual enterprise. Applicant represents that the 
Bank will not take equity participation except as an 
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occasional and icidental part of its commercial 
banking activities. Applicant states that banks must 
be audited annually by two independent “sworn” 
Greek auditors who have specific statutorily defined 
obligations. Applicant also asserts that the Bank 
must report regularly to the Currency Committee, 
which may conduct bank examinations and 
unannounced audits and impose both civil and 
penal sanctions against banks and bank officials. 
Applicant asserts that the Bank is also regulated by 
the Ministry of Commerce, which must approve all 
Articles of Incorporation and amendments thereto, 
assure appropriate capitalization and review 
minutes of all directors’ meetings and annual 
financial statements. 


Section 3(a)(3) of the Act defines investment 
company to mean any issuer which is engaged or 
proposes to engage in the business of investing, 
reinvesting, owning, holding, or trading in securities, 
and owns or proposes to acquire investment 
securities having a value exceeding 40 per centum 
of the value of such issuer's total assets (exclusive of 
government securities and cash items) on an 
unconsolidated basis. 


Applicant requests an order pursuant to Section 6(c) 
of the Act exempting it from all provisions of the Act. 
Section 6(c) provides that the Commission, by order 
upon application, may exempt any person from the 
provisions of the Act if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisins of the Act. Applicant states that 
it is applying to the Commission because of 
uncertainty as to whether or not foreign commercial 
banks would be defined as “investment companies” 
under the Act. If the Bank is considered an 
investment company, Applicant will be deemed an 
investment company. 


Applicant states that, although the Bank may be 


considered an investment company under the 
Commission’s current interpretation of the Act, the 
Bank, as a commercial banking institution, is 
significantly different from the type of institution that 
Congress intended the Act to regulate. Applicant 
states that approval of this application is both 
necessary and appropriate in the public interest. 
The imposition of the Act on parties such as those 
involved in the transactions described in this 
application would unnecessarily impede mobility of 
capital and management resources, to the 
detriment of the interest of citizens of both the 
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United States and Greece. Applicant states that it 
can provide to Greece a capital investment in a 
Greek banking enterprise, and management and 
operational personnel and concepts that will be of 
significant benefit to Greece and its citizens. 


Applicant states that to exempt domestic banks 
from the Act while at the same time requiring 
Applicant to register would contravene the policy of 
the International Banking Act of 1978, which was 
designed to establish “the principle of parity of 
treatment between foreign and domestic banks in 
like circumstances.” Applicant states that the 
disincentive that would be imposed by the 
application of the Act to the circumstances 
described above can have no beneficial effect and 
indeed might reduce opportunities for U. S. 
investors and managers and deny the opportunity 
for an improved banking environment for Greece. 


Applicant states that approval of the application is 
consistent with the protection of investors, both 
because a commercial bank, such as this one, is 
substantially different from the typical investment 
company that Congress intended the Act to regulate, 
and because the Bank’s activities do not lend 
themselves to the abuses which the provisions of the 


Act were designed to prevent. Applicant asserts, in 
addition, that the Bank’s activities are extensively 
regulated by the Greek banking authorities. Finally, 
Applicant represents that it is issuing its shares 
publically and, therefore, will report regularly and 


completely on its activities and those of its 
subsidiary the Bank, to its shareholders and to the 
Commission. Applicant further represents that any 
additional issue of its securities will be registered 
pursuant to the Securities Act of 1933. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 26, 1980, at 5:30 
p.m., submit to the Commission in writing, a request 
for a hearing on the application accompanied by a 
statement as to the nature of his or her interest, the 
reasos for such request and the issues, if any, of fact 
or law proposed to be controverted, or he or she may 
request that he or she be notified if the Commission 
shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D. C. 20549. A copy of such request shall be served 
personally or by mail upon Applicant at the address 
stated above. Proof of such service (by affidavit or, in 
the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As 
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provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application herein will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11528/December 31, 1980 


In the Matter of 


FIDELITY MONEY MARKET TRUST 
82 Devonshire Street 
Boston, Massachusetts 02109 


(812-4352) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER OF THE COMMISSION AMENDING A 
PREVIOUS ORDER WHICH PURSUANT TO SECTION 
6(c) OF THE INVESTMENT COMPANY ACT OF 1940 
GRANTED AN EXEMPTION FROM THE PROVISIONS 
OF SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Fidelity Money 
Market Trust (‘Applicant’), an open-end, 
diversified, management investment company 
registered funder the Investment Company Act of 
1940 (“the Act”), filed an application on December 
8, 1980, requesting an order of the Commission 
amending in the manner described below an earlier 
order of the Commission dated February 20, 1980 
(Investment Company Act Release No. 11054). This 
earlier order, pursuant to Section 6(c) of the Act, 
exempted Applicant from the provisions of Section 
2(a)(41) of the Act and Rules 2a-4 and 22c-1 
thereunder to the extent necessary to permit 
Applicant to compute its net asset value per share 
according to the amortized cost method of valuing 


Volume 21, No. 14, january 13, 1981 





portfolio securities. All interested persons are 
referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicant is organized and existing under the laws of 
the commonwealth of Massachusetts, and _ its 
securities are registered under the Securities Act of 
1933 (File No. 2-62417). Applicant states that itis a 
“money market” fund offering to institutional, 
corporate and substantial individual investors a 
convenient and economical means of investment in 
professionally managed portfolios of money market 
instruments with the objective of obtaining as high a 
level of current income as is consistent with the 
preservation of capital and liquidity. Applicant 
further states that its shares are sold without a sales 
charge. 


According to the application, Applicant currently 
consists of three portfolios, differentiated in their 
permitted investments; namely a U. S. Government 
Portfolio, a Domestic Money Market Portfolio and an 
International U. S. Dollar-Denominated Money 
Market Portfolio. Applicant further states that it 
invests exclusively in various high-grade money 
market instruments, including U.S. government and 
federal agency obligations; U.S. dollar-denominated 


obligations of the largest banks, including United 
States banks and their branches located outside of 
the United States and United States branches of 
foreign banks; prime commercial paper; high-grade 
corporate obligations which are rated AAA or AA by 
Standard & Poor's Corporation or Aaa or Aa by 


Moody’s Investor Services, Inc., and certain 
repurchase agreements with respect to obligations 
which, without regard to maturity, it is authorized to 
invest. 


According to the application, all of Applicant’s assets 
are invested in money market instruments maturing 
in less than one year, and the dollar-weighted 
average portfolio maturity of its portfolio may not 
exceed 120 days. The minimum initial investment in 
shares of the Applicant is $250,000 with additional 
investments accepted in any amount. Applicant 
further represents that at the close of business on 
October 31, 1980, Applicant's aggregate net assets 
were approximately $428,541,000. Fidelity 
Management and Research Company serves as 
investment adviser to Applicant. 


As here pertinent, Section 2(a)(41) of the Act defines 
value to mean: (1) with respect to securities for 
which market quotations are readily available, the 


Volume 21, No. 14, January 13, 1981 


market value of such securities, and (2) with respect 
to other securities and assets, fair value as 
determined in good faith by the board of directors. 
Rule 22c-1 adopted under the Act provides, in part, 
that'no registered investment company or principal 
underwriter therefor issuing any redeemable 
security shall sell, redeem, or repurchase any such 
security except at a price based on the current net 
asset value of such security which is next computed 
after receipt of a tender of such security for 
redemption or of an order to purchase or sell such 
security. Rule 2a-4 adopted under the Act provides, 
as here relevant, that the “current net asset value” of 
a redeemable security issued by a registered 
investment company used in computing its price for 
the purposes of distribution, repurchase and 
redemption shall be an amount which reflects 
calculations made substantially in accordance with 
the provisions of that rule, with estimates used 
where necessary or appropriate. Rule 2a-4 further 
states that portfolio securities with respect to which 
market quotations are readily available shall be 
valued at current market value, and that other 
securities and assets shall be valued at fair value as 
determined in good faith by the board of directors of 
the registered company. Prior to the filing of the 
application, the Commission expressed its view that, 
among other things: (1) Rule 2a-4 under the Act 
requires that portfolio instruments of “money 
market” fund to value its portfolio instruments onan 
amortized cost basis (Investment Company Act 
Release No. 9786, May 31, 1977). 


Section 6(c) of the Act provides, in part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security or transaction, or any class or classes of 
persons, securities or transactions, from any 
provision or provisions of the Act or of the rules 
thereunder, if and to the extent that such exemption 
is necessary or appropriate in the public interest and 
consistent with the protection of investors and 
purposes fairly intended by the policy and provisions 
of the Act. 


On February 20, 1980, the Commission issued an 
order (Investment Company Act Release No. 11054) 
exempting Applicant from the provisions of 2(a)(41) 
of the Act and Rules 2a-4 and 22c-1 thereunder to 
the extent necessary to permit it to utilize the 
amortized cost valuation method for purposes of 
valuing the portfolio securities held in its existing 
portfolios in pricing its shares for sale, redemption 
and repurchase. On the basis of use of the amortized 
cost valuation method, Applicant maintains a $1.00 
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net asset value per share. Applicant proposes to 
create and offer to the public a new portfolio. which 
will invest exclusively in U. S. Treasury obligations 
(the “U.S. Treasury Portfolio”)—i.e., instruments 
which are issued or guaranteed as to principal and 
interest by the U.S. Treasury and thus constitute 
direct obligations of the United States of America 
Applicant states that the same overall investment 
policies applicable to Applicant's existing portfolios 
would apply to the U. S. Treasury Portfolio. 


Applicant requests an amended order of the 
Commission further exempting it from Section 
2(a)(41) of the Act and Rules 2a-4 and 22c-1 
thereunder to permit it to use the amortized cost 
method of valuing portfolio securities held in the 
U.S. Treasury Portfolio. In support of the relief 
requested Applicant represents that use of the 
amortized cost method of valuing the instruments 
held in the U. S. Treasury Portfolio will benefit 
shareholders by enabling Applicant to maintain a 
$1.00 per share purchase and redemption price with 
respect to the U. S. Treasury Portfolio in a manner 
which is consistent with that permitted with respect 
to Applicant’s existing portfolios. Thus, Applicant 
states that the granting of the requested exemption 
by the Commission is appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Applicant has further agreed that the following 
conditions (the same conditions contained in the 
above order) may be imposed in the requested 
amended order of the Commission: 


1. In supervising Applicant's operations and 
delegating special responsibilities involving 
portfollo management to Applicant’s investment 
adviser, Applicant's board of trustees undertakes— 
as a particular responsibility within the overall duty 
of care owed to its shareholders—to establish 
procedures reasonably designed, taking into 
account Current market conditions and Applicant’s 
investment objectives, to stabilize Applicant’s net 
asset value per share, as computed for the purpose 
of distribution, redemption and repurchase, at $1.00 
per share. 


2. Included within the procedures to be adopted by 
the board of trustees shall be the following duties 
and responsibilities: 


(a) Review by the board of trustees, as it deems 
appropriate and at such intervals as are reasonable 
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in light of current market conditions, to determine 
the extent of deviation, if any, of the net asset value 
per share as determined by using available market 
quotations from Applicant’s $1.00 amortized cost 
price per share, and the maintenance of records of 
such review. ! 


(b) Inthe event such deviation from Applicant's $1.00 
amortized cost price per share exceeds 1/2 of 1 
percent, a requirement that the board of trustees will 
promptly consider what action, if any, should be 
initiated by it. 


(c) Where the board of trustees believes that the 
extent of any deviation from Applicant's $1.00 
amortized cost price per share may result in material 
dilution or other unfair results to investors or existing 
shareholders, it shall take such action as it deems 
appropriate to eliminate or to reduce to the extent 
reasonably practicalbe such dilution or unfair 
results, which may include: redeeming shares in 
kind; selling portfolio instruments prior to maturity 
to realize capital gains or losses, or to shorten 
Applicant’s average portfolio maturity; withholding 
dividends; or utilizing a net asset value per share as 
determined by using available market quotations. 


3. Applicant will maintain a dollar-weighted average 
portfolio maturity appropriate to its objective of 
maintaining a stable net asset value per share; 
provided, however, that Applicant will neither (a) 
purchase any instrument with a remaining maturity 
of greater than one year, nor (b) maintain a dollar- 
weighted average portfolio maturity which exceeds 
120 days.’ 





1To fulfill this obligation, Applicant states that it 
intends to use actual quotations or estimates of 
market value reflecting current market conditions 
chosen by its board of trustees in the exercise of its 
discretion to be appropriate indicators of value, 
which may include among others, (i) quotations or 
estimates of market value for individual portfolio 
instruments, or (ii) values obtained from yield data 
relating to classes of money market instruments 
published by reputable sources. 


In fulfilling this condition, if the disposition of a 
portfolio security results in a dollar-weighted 
average portfolio maturity in excess of 120 days, 
Applicant will invest its available cash in such a 
manner as to reduce the dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 


Volume 21, No. 14, January 13, 1981 





4. Applicant will record, maintain, and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in condition 1 above, and 
Applicant will record, maintain and preserve for a 
period of not less than six years (the first two years in 
an easily accessible place) a written record of the 
board of trustees considerations and actions taken 
in connection with the discharge of its 
responsibilities, as set forth above, to be included in 
the minutes of the board of trustees’ meetings. The 
documents preserved pursuant to this condition 
shall be subject to inspection by the Commission in 
accordance with Section 31(b) of the Act, as if such 
documents were records required to be maintained 
pursuant to rules adopted under Section 31(a) of the 
Act. 


5. Applicant will limit its portfolio investments, 
including repurchase agreements, to those United 
States dollar-denominated instruments which the 
board of trustees determines present minimal credit 
risks, and which are of high quality as determined by 
any major rating service or, in the case of any 
instrument that is not rated, of comparable quality 
as determined by the board. 


6. Applicant will include in each of its quarterly 
reports, as an attachment to Form N-1Q, astatement 
as to whether any action pursuant to condition 2(c) 
above was taken during the preceding fiscal quarter 
and, if any such action was taken, will describe the 
nature and circumstances of such action. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 26, 1981, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
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Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 


of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





LITIGATION 





Litigation Release No. 9262/December 24, 1980 


SEC v. CENCO INCORPORATED, ET AL., Civil Action 
No. 76 C 3258 (N.D. Ill., filed September 1, 1976) 


Willian D. Goldsberry, Administrator of the Chicago 
Regional Office, announced that on December 5, 
1980, the Honorable John Powers Crowley, United 
States District of Illinois, entered a Final Judgment 
and Order of Permanent Injunction against Ronald E. 
Spiegel. Spiegel consented to entry of the injunction 
without admitting or denying the allegations in the 
Commission’s Complaint. The Order enjoins Spiegel 
from violating the anti-fraud provisions, reporting 
and proxy provisions of the Federal securities laws. 


The Order arose from Spiegel’s involvement in a 
scheme to report false profit figures in Cenco, Inc.'s 
(“Cenco”) periodic and annual reports. The 
Commission’s Complaint alleged that, among other 
devices, Cenco inflated its profits by inflating the 
investory of its subsidiary, Cenco Medical Health 
(“CMH”). Spiegel served as vice-president of Cenco, 
and president of CMH. 


In April, 1979, Spiegel and others were indicted by a 
Federal Grand Jury in Chicago on charges arising 
from the Cenco fraud. After a lengthy jury trial, 
Spiegel was convicted, sentenced to 30 months 
imprisonment, fined $50,000, and placed on 
probation for five years. Spiegel’s conviction is 
presently on appeal to the United States Court of 
Appelas for the Seventh Circuit. 


Entry of this Order concludes over four years of 
Commission litigation against the 17 individuals and 
2 corporations. 
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For further information, see Litigation Release Nos. 
7538, 8509, 8747, 8786, 8919, 8970, 8975, 8989, 
9055, 9093, and 9144, and Securities Exchange Act 
of 1934 Release No. 11495. 





Litigation Release No. 9263/December 24, 1980 


SEC v. CENCO INCORPORATED, ET AL., Civil Action 
No. 76 C 3258 (N.D. Ill., filed September 1, 1976) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office, announced that on December 5, 
1980, the Honorable John Powers Crowley, United 
States District of Illinois, entered a Final Judgment 
and Order of Permanent Injunction against Ronald E. 
Spiegel. Spiegel consented to entry of the injunction 
without admitting or denying the allegations in the 
Commission’s Complaint. The Order enjoins Spiegel 
from violating the anti-fraud provisions, reporting 
and proxy provisions of the Federal securities laws. 


The Order arose from Spiegel’s involvement in a 
scheme to report false profit figures in Cenco, Inc.’s 
(“Cenco”’) periodic and annual reports. The 
Commission’s Complaint alleged that, among other 
devices, Cenco inflated its profits by inflating the 
inventory of its subsidiary, Cenco Medical Health 
(“CMH”). Spiegel served as vice-president of Cenco, 
and president of CMH. 


In April, 1979, Spiegel and others were indicted by a 
Federal Grand Jury in Chicago on charges arising 
from the Cenco fraud. After a lengthy jury trial, 
Spiegel was convicted, sentenced to 30 months 


imprisonment, fined $50,000, and placed on 
probation for five years. Spiegel’s conviction is 
presently on appeal to the United States Court of 
Appeals for the Seventh Circuit. 


Entry of this Order concludes over four years of 
Commission litigation against the 17 individuals and 
2 corporations. 


For further information, see Litigation Release Nos. 
7538, 8509, 8747, 8786, 8919, 8970, 8975, 8989, 
9055, 9093, and 9144, and Securities Exchange Act 
of 1934 Release No. 11495. 
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Litigation Release No. 9264/December 29, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
INTERNATIONAL SYSTEMS & CONTROLS 
CORPORATION, ET AL., United States District Court 
for the District of Columbia (Civil Action No. 79- 
1760) 


The Securities and Exchange Commission 
announced today that the Honorable John Lewis 
Smith, Jr., Senior Judge of the United States District 
Court for the District of Columbia, has entered Final 
Judgments and Permanent Orders against Raymond 
G. Hofker, former Vice-President and Counsel of 
International Systems & Controls Corporation 
(“ISC”) and Harlan M. Stein, former President of the 
ISC Engineering Group. These defendants 
consented to the entry of Final Orders without 
admitting or denying the allegations of the 
Complaint. Under the terms of the Court’s Orders, 
these defendants are prohibited from future 
violations of certain provisions of the Foreign Corrupt 
Practices Act, and, with respect to certain payments, 
the anti-fraud, reporting and proxy provisions of the 
Securities Act of 1933 and of the Securities 
Exchange Act of 1934. 


For further information, see Litigation Release No. 
8815, July 9, 1979, and Litigation Release No. 8953, 
December 17, 1979. 





Litigation Release No. 9265/December 29, 1980 


SEC v. SHOLOM TEITELBAUM a/k/a SOL OR SAUL 
TEITELBAUM AND SOL OR SAUL TITELBAUM 
S.D.N.Y. 80 Civil 7317 (LPG) 


Stephen L. Hammerman, Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission, announced that on December 23, 
1980, a complaint was filed against Sholom 
Teitelbaum a/k/a Sol or Saul Teitelbaum and Sol or 
Saul Titelbaum (Teitelbaum) of Philadelphia, 
Pennsylvania, in the United States District Court for 
the Southern District of New York. The complaint 
charges Teitelbaum with violating Section 17(a) of 
the Securities Act of 1933 and Sections 7(f) and 
10(b) of the Securities Exchange Act of 1934. Rule 
10b-5 thereunder and Regulation X promulgated by 
the Board of Governors of the Federal Reserve 
System by placing orders for the purchase and short 
sale of various options contracts without intending to 
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pay for the purchases to cover the short positions, 
and failing to make timely and proper payment for 
said purchases or to tender securities to cover the 
short positions. 


The complaint alleges that between April and 
December of this year, Teitelbaum ordered the 
purchases of over 800, and the sale of at least 37, 
option contracts in various securities for a total 
purchase price in excess of $2,000,000 through 
brokers located in New York City and Philadelphia. 
The complaint further alleges that Teitelbaum 
tendered at least six personal checks totaling 
$176,599.38, usually drawn on an out-of-state bank, 
in full or partial payment for his options purchases, 
all of which were returned unpaid because of 
insufficient funds. The Commission’s complaint 
seeks temporary and permanent injunctive, as well 
as other equitable, relief against Teitelbaum. 


On December 23, 1980, the Commission also filed 
an Order to show cause and secured a Temporary 
Restraining Order to prevent further violations of the 
securities laws as charged in the Complaint and to 
freeze the assets of the defendant pending the 
determination of the Commission’s Motion for a 
Preliminary Injunction. 





Litigation Release No. 9266/December 30, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
AMERICAN BIRTHRIGHT TRUST MANAGEMENT 
COMPANY, INC., ET AL. United States District Court 
for the District of Columbia (Civil Action No. 80- 
3306) 


The Division of Enforcement and the Division of 
Investment Management announced today the filing 
and settlement of a civil injunctive action in the 
United States District Court for the District of 
Columbia against American Birthright Trust 
Management Company, Inc. (“ABTM’), a Florida 
investment adviser; Richard J. Sluggett (“Sluggett”), 
ABTM’s founder, president, and principal 
shareholder; Richard S. Freedman (“Freedman”), 
ABTM's executive vice-president; George V. Burget 
(“Burget”); Robert E. Davis (“Davis”); Edward K. 
Fehlig (“Fehlig’); Rolf Kaltenborn (‘“Kaltenborn”); 
Samuel V. Shannahan, Jr. (“Shannanhan”); and 
Hugh W. Stone (“Stone”). Defendants Burget, Fehlig, 
Kaltenborn and Shannahan served as disinterested 
directors or trustees of American Birthright Trust 
(“ABT”) and Tax-Managed Fund for Utility Shares 
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(“TMF”), two mutual funds for which ABTM has 
acted as an investment adviser. Defendant Davis, by 
reason of his status as a broker-dealer, and 
defendant Sluggett served as interested directors or 
trustees of both funds. 


The Commission’s Complaint principaliy involves 
the compensation paid to ABTM by the funds for 
advisory and related services. It is alleged that the 
compensation paid to ABTM by the funds has been 
excessive in light of the services actually performed 
by ABTM, and that most of the advisory services 
provided to the funds have been provided by a “sub- 
adviser” retained by ABTM, rather than by ABTM 
itself. For 1978 and 1979, the aggregate fees paid to 
ABTM pursuant to the advisory and service 
contracts, based upon 1% of the average net asset 
value of each fund, exceeded $2 million. During the 
Same period, ABTM paid the ‘“sub-adviser” 
approximately $125,000. 


The Commission’s Complaint alleges that ABTM, 
Sluggett and Freedman failed to furnish information 
to the director/trustees which was reasonably 
necessary to evaluate the advisory contracts with 
ABIM. The Complaint further alleges that the 
prospectuses, proxy materials, annual reports, and 
other materials of the funds failed to disclose or 
misrepresented material facts and circumstances 
relating to, among other matters, the fact that the 
advisory fees paid to ABTM were excessive in light of 
the services performed, the failure of the 
director/trustees of the funds to request and 
evaluate certain information in connection with 
approving such advisory contracts, the advisory and 
related services actually performed by ABTM, the 
advisory services provided by the “sub-adviser” to 
the funds and the compensation paid to it, and the 
extent to which the percentage of net assets paid by 
the funds for advisory fees and total expenses 
substantially exceeded that paid by most other 
funds without a justifiable basis therefor. 


With respect to the defendant director/trustees, the 
Complaint alleges that they approved the advisory 
contracts with ABTM without requesting information 
which was reasonably necessary to evaluate such 
contracts. 


Without admitting or denying the allegations of the 
Complaint, all of the defendants consented to the 
entry of a Final Judgment and Order under which (1) 
all of the defendants were permanently enjoined 
from engaging in acts and practices which would 
constitute violations of section 15(c) of the 
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Investment Company Act of 1940 (“Investment 
Company Act”), a provision which requires that all 
material information be furnished to and considered 
by directors of investment companies in connection 
with the approval of advisory contracts with 
investment advisers; (2) ABTM, Sluggett and 
Freedman were permanently enjoined from 
engaging in acts and practices which would 
constitute violations of Section 17(a)(2) of the 
Securities Act of 1933 and Section 20(a) of the 
Investment Company Act, governing disclosure in 
prospectuses and proxy statements; (3) ABTM was 
permanently enjoined from engaging in acts and 
practices which would constitute violations of 
Sections 36(a) and (b) of the Investment Company 
Act, which impose fiduciary obligations on fund 
advisers; (4) ABTM was ordered to pay $465,000 to 
the two funds; and (5) Shannahan was permanently 
enjoined from engaging in acts and practices which 
would constitute violations of Section 9(a) of the 
Investment Company Act, which bars previously 
enjoined persons from affiliating themselves with an 
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investment company. 


ABTM, Sluggett and Freedman were also ordered to 
make all efforts to ensure that: (a) the boards of the 
funds include a majority of disinterested 
director/trustees with no previous affiliation with 
any of the defendants, (b) an independent counsel 
be appointed to assist the disinterested 
director/trustees in their duties and responsibilities, 
(c) the disinterested director/trustees, with the 
assistance of the independent counsel, review the 
advisory and service contracts with ABTM and 
thereafter renew, terminate, or seek to renegotiate 
such contracts to the extent they deem appropriate, 
(d) ABTM, Sluggett and Freedman maintain 
documents reflecting investment recommenda- 
tions, research and analysis, and (e) the 
independent counsel reviews the recordkeeping 
systems of ABTM. 
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